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Director, Bureau of Economics; T. H. Cooper, General Auditor. 
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MEMBERS OF THE COMMITTEE 


Str Evcenet FIser, 
Chairman. 


M. McLean, 
Vice Chairman. 


Messieurs: : 
Bell, (St. Antoine), Gray, 
Cantley, . Hanson, 
Chaplin, Jenkins, 
Crerar, Milne, 
Duff, Power, 
Fansher (Lambton East), Stevens. 


Geary, 


JOHN T. DUN, 
Clerk of the Commattee. 


ie ORDERS OF REFERENCE 
é . . Pp Howse OF (ans cee 
ae Tuourspay, 10th April, 1930. 


SS 
_ 


Resolved, That Standing Order 63 of the House of Commons, relating 


<0. appointment of Select Standing Committees of the House, be amended by 
_ adding to the Select Standing Committees of the House for the present session, 
a Select Standing Committee on Railways and Shipping, owned, operated and 


- controlled by the Government, to which will be referred the accounts and the 


estimates of the Canadian National Railways and the Canadian Government 
_ Merchant Marine for the present session, for consideration and for report to 

the House, provided, however, that nothing i in this resolution shall be construed 
_ to curtail in any way the full right of discussion in Committee of Supply; and 


that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, Chaplin, 
Crerar, Duff, Fansher (Lambton East), Fiset (Sir Eugene), Geary, Gray, 
Hanson, Jenkins, McLean (Welfort), Milne, Power, and Stevens. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


Mownpay, 5th May, 1930. 


Ordered,—That the Estimates of the Canadian National Railways, Cana- 
dian National Steamships and Maritime Freight Rates Act, presented this day, 
be referred to the said Committee. 


Attest. 


ARTHUR BEAUCHESNE, 
: : Clerk of the House. 


Monpay, 5th May, 1930. 


Ordered, _T hat ae follow’ ing Bills be referred to the said Committee, viz: 

Bill No, 130, An Act respecting the Canadian National Railways, and to 
provide for the refunding of certain maturing financial obligations. 

Bill No. 131, An Act respecting the Canadian National Railways, and to 


__ provide for certain financing in connection with certain lines of railway located 


principally in the State of Vermont. 


Attest. 
ie rae oe . ARTHUR BEAUCHESNE, 
Clerk of the House. 


Tuespay, 13th May, 1930. 


eierct That the said Committee be giv en leave to sit while the House 


is sitting. 


That 500 copies of proceedings and evidence which may be taken by the 
said Committee be printed from day to day, as required, and that Standing 


Order 64 be suspended in relation thereto. 


7528—13 


Attest. - 
= ARTHUR BEAUCHESNE, 


Clerk of the House, 


= 
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REPORTS OF THE COMMITTEE | 


First Report 
Tusgspay, 138th May, 1930. 
The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government beg leave to present the following as a 
First REPORT 
Your Committee recommend:— - 


1. That your Committee be given leave to sit while the House is sitting. 

2. That 500 copies of proceedings and evidence which may be taken by 
vour Committee be printed from day to day, as required, and that Standing 
Order No. 64 be suspended in relation thereto. 


All of which is respectfully submitted. 


SIR EUGENE FISET, 
Chairman. 


(First Report concurred in 13th May, 1930) 


— 
oe 3 os Room 231, Howse or ComMoxs, 
See Se f Tvespar, May 13. 1930. 


= <p 
‘The Select Standing Committee on Railways and Shipping owned, operated 
_ and ccontatek | by the Government met at 11 am. 


bers present: Messrs. Cantley, "Chaplin, Crerar, Fansher (Lambton 
et, Sir Eugéne, Geary, Gray, Hanson, McLean, (Melfort), Milne. 


=. =n. ea “Sir Henry Thornton and other officials-of the Canadian 
cS 3 ional ee Company. Mr. Smart, Deputy Mimister of Railways and 
Canals. Mr. Anderson, Department of Railways and Canals. 


S Or - motion of Mr. Crerar, Sir Eugéne Fiset was appointed Chairman, and 
: M . McLean (Melfort) was appointed Vice Chairman. - 


2s . McLean took the Chair. 


z ~ Copies of a statement “Canadian National Railways—Analysis of 1929 
0 perations as ata igs with 1928” were distributed to the members of the 


Committee. oe 
ie 7 
ms Sir Eugéne Fiset, having arrived, took the Chair. 


es 


‘Sir Henry Thornton made a few observations respecting the operations of 
* Canadian National Railways during 1929 and. thereafter, pages 1 to 6 
f the statement were considered. 


On motion of Mr. Hanson, Resolv ed, That leave be asked to sit while the 
House is sitting. — Se , 


On motion of Mr. Hanson, Raived. That leave be asked to print the pro- 
: - ecedings of a ecueites and evidence taken. 


- 


Es | Poke ~_- JoHN T DUN, 
fF s Clerk of the Committee. 


a # 


MINUTES OF EVIDENCE 


- Room 231, 
House or Commons, 
Turspay, May ge 1930. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock 
a.m., the Chairman, Sir Eugéne Fiset, in the chair. 


The Vicr-CHairMAN: I assume that this morning, Sir Henry, you want 

_ to go over the annual report, That is the usual procedure unless the committee 
- wishes it otherwise. 
Sir Henry THornton: The members of the committee have, of course, 
copies of the annual report, and I would ask that there be distributed to each 
member of the committee an analysis that has been prepared as to the 1929 
operations as compared with 1928. That is pretty much the same information 
which we had in past years distributed to the committee except that I think 
it is in a little more complete and elaborate form this year. As soon as those 
reports have been distributed we will go ahead. 

The pamphlet which you each have is in a fair amount of detail and 
reveals the outstanding features in connection with the gross earnings and the 
expenses. I think possibly we could make time best by going through this 
pamphlet which you have, and I think that after that is finished it will have 
probably answered 75 or more per cent of the questions that might arise, 
although there will no doubt be certain details with respect to which some 
members of the committee will want some information. Is it your pleasure, 
Mr. Chairman, that we should take this pamphlet and go through it? 

The Actina CHAIRMAN: Unless the committee decide otherwise. 


Sir Henry THornton: I think that is the course we followed last year. 

In a preliminary way I might briefly state that the outstanding facts in 
connection with the railway’s operations for last year are so well known 
that they hardly need any comment from me. Suffice it to say that during 
the year 1929 business was exceptionally good and showed marked improve- 
ment over the previous year until the middle of the summer. At that time 
there became evidences of the probable crop shortage. However, at that time 

_the equipment of the railway company had been distributed throughout the 
west, as is our habit, for the movement of the crop; that expense had already 
been borne and could not, in any sense, be recalled. ‘Then there came the 
-erop shortage and the failure of the crop to move normally which severely 

reduced the gross earnings of the transportation companies of Canada—not 
only ours but also the Canadian Pacific. That resulted in very material 
reductions in the net revenue of the company. It came with a certain: degree 
of suddenness, and, as I stated a moment ago, a very considerable expense had 
already been incurred by preparing for the crop movement which failed to 

- materialize. 

Mr. Hanson: Through no fault of the railway. 

Sir Henry THornton: We had to take the necessary precautions to 
move the crop, because those preparations commence about the middle of the 
spring and have to be carried out, otherwise we might be caught with a crop 
to move and no: equipment to move it in. Well, we had taken such steps in the 
meanwhile as prudence and good business judgment would indicate to meet 
the situation, -but we have tried to avoid doing those things which would 
prejudice the interests of the company and bring distress to our employees, and 

-/create a feeling of depression in the country. That briefly. represents the 
situation as a whole. 
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By Mr. Hanson: ; 

Q. I notice on the first page that the decrease is approximately sixteen 
and three-quarter million dollars, of which you attribute fifteen and a half 
million to failure to move the crop, alone?—A. Yes, that is practically the 
whole thing. In other words, had the crop moved normally, notwithstanding the 
fact that it was a relatively short crop our position would have been materially 
better. . : 

Q. Eventually do you expect to retrieve any of that by the moving of the 
crop?—A. The grain eventually has to move. [t is commencing to move now, 
and we hope that from now onwards the grain movement will be expedited; 
and we also hope that with a good crop this year, and a normal movement, 
we shall be able to retrieve a fair amount of what has so far been lost. 

I think with that statement I will ask Mr. Fairweather to take the 
pamphlet which you have and read. it. I will take the liberty of interrupting 
him from time to time and suggesting that we might skip certain items. 


Mr. FarRweaTurr: 


ANALYSIS OF 1929 OPERATIONS AS COMPARED WITH 1928 


.Net REVENUE 


The operations of the Canadian Nationa] Railways for the year ending 
December 31, 1929, resulted in a net revenue from railway operations of $45,- 
062,080, and while this is a decrease of $13,321,497 from the record established 
last year, it is practically equal to the figure obtained in 1927, which, up to 
that time, had been the record. The early months of 1929 gave every indication 
of revenues in excess of the 1928 record, but the relatively poor crops and the 
disturbed economic condition in the Fall of the year caused a large decrease 
in gross revenue and adversely affected the net. The following table shows 
the monthly results of operation for the years 1928 and 1929, and reveals at 
a glance the disturbance in the Fall months:— 


Sa ear ee ee a Tee Jeb 


Gross Operating Net Revenue from 

— Revenue Expenses Railway Operation 

1998 1929 1928 1929 1928 1929 

$ $ $ $ $ $ 

January a. 18,871, 671 18,177, 685 16, 550, 660- 16, 092, 944 2,321,011 2,084, 741 
February....... 19, 588, 702 19, 614, 509 16,120,491 16,178,822 3,468,211 3,435, 687 
Marche) ait), tat 21,157, 650 22,173, 633 16,422,678 16, 843, 293 4,734; 772 5, 330, 340 
ADH i 19, 811, 399 22,455, 244 16, 927,113 18,012,064 2,884, 286 4,443,180 
Misap sire l eae 217515337 22,527,219 18,095, 900 19, 373, 150 3,655, 437 3, 154,069 
A iv aT ehig Bile Me 22,032, 767 22,196, 921 19, 226, 109 19, 755, 993 2,806, 658 2,440,928 
BE yk aeeruay lie 23,291,805 23,363, 406 19, 673, 357 19, 708,424 3,618, 448 3,654, 982 
August......... 24,429, 340 22,815, 825 18, 345, 027 18, 225,901 6,084,313 4,589, 924 
September..... 25,383,151 23, 383, 862 18,869, 490 18,190, 524 6,513, 661 5, 193, 338 
October...... ae 30,154, 743 23,979, 427 19, 831,429 18,154, 912 10,323,314 5, 824,515 
* November..... 26, 558, 312 20, 204, 002 19,419, 132 17, 228, 242 7,139,180 2,975, 760 
December...... 23,601, 044 18, 987, 240 18, 766, 758 17,052, 624 4,834, 286 1,934, 616 
PLO Gaul Rein. 276, 631,921 259, 878, 973 218, 248, 344 214, 816,893 58, 383, 577 45,062,080 


Mr. Gary: The operating expenses during the last few months decreased. 
Would this decrease be attributable entirely to lack of operation or to some 
economies in operation? / 3 


Sir Henry THornvon: That, I think, is explained later on. You will 


find that the answer to your question will appear under Operating Expenses 
on the second page. | 
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Mr. FAIRWEATHER: 
Gross REVENUE 


The gross revenues for 1929 amounted to $259,878,973, representing a 
decrease from 1928 of $16,752,948, or 6 per cent. This decrease is almost 
_ entirely due to the reduced crop in the Prairie Provinces and to marketing 
conditions, as a result of which a larger portion of the crop remained in Canada 
at the end of the year than in previous years. The decrease in revenue from 
grain shipments alone amounted to $15,509,311. The non-operation of harvester 
excursions, due to the small crop and the changed method of harvesting, 
decreased passenger revenue by $1,250,000. Another disturbing feature was 
the collapse of stock market values and the resulting lethargy in business during 
November and December. 

The disturbance brought about by these conditions in the freight traffic 
of the System may be seen from the following:— , 


+Increase | Percentage 


Tons Percentage of . of 
a Carried of — Decrease | +Increase 

Total over OF 
, 1928 — Decrease 
Peepaucts-Or Apricultures. Maen fio. ke ee a 10, 142, 252 16-56 |—4, 541,842 —30-93 
nomucts OF ANIM Sls. copa eB a nk ee IS 1,386, 827 2-26 |— 64,922 — 4-47 
PEM ChS Al NTINGS ra aoe Stee oh ee clan Ro eae pie 21,923,729 35-79 |+ 896,969 + 4.27 
ierouucts-of Forests. 002 oe ee. Bt Tae 8, 938, 340 14-59 |—1,083, 674 —10-81 
Products of Manufactures and Miscellaneous.......... 18, 863, 730 30-80 |+. 535,929 + 2-92 
61,254, 878 100-00 |—4, 257,540 — 6:50 


Mr. Hanson: The products of agriculture are very large, but I am rather 
surprised to learn that the products of the forest have decreased. 


Sir Henry THornton: I think that was largely due to the disturbed 
condition of the pulp and paper industry. The output has been reduced, and 
there has been*a disturbance in respect to price. That is the explanation. 

Mr. Hanson: Is not the gross tonnage in excess of the previous year? 

Sir Henry THorNTon: No. : : 

Mr. Hanson: I think that the pulp and paper shows an increase. 

Mr. FarrRweaTHER: Paper is, of course, a manufactured article. Pulp- 
wood shows a decrease of 843,000 tons. 

Mr. Hanson: Is paper Hsted under the product of manufacture? 

Sir Henry THornton: Manufactures. 

Mr. Hanson: Oh, well, that accounts for it. 

Mr. FAtRWEATHER: 

Further effects were a decrease in the average haul of a ton of freight 
from 315-26 miles to 283-34 miles—a 10 per cent decrease; and an increase 
in the revenue per ton mile from 1-014 cent, to 1-116 cent, or 10 per cent. 
In percentages freight revenues decreased 7-54 per cent, revenue tons decreased 
6-50 per cent, and revenue ton miles decreased 15:97 per cent. 

Passenger revenues decreased $2,174,138 or 6°36%; passengers carried 
decreased 610,528—3-77%. Passenger miles decreased 118,613,831, or 9°16%. 
The average revenue per passenger was $2.05 in 1929 as compared with $2.11 in 
1928, and the average revenue per passenger mile was 2-732 cents as compared 
with 2-641 cents in 1928, an increase of -082 cent, or 3-1%. Express revenue at 
$13,381,328 shows an increase of $73,954 over 1928, or -56%. Revenues from 
carriage of mail amounted to $2,995,337, a decrease of $103,875 from the previous 


? 
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year. There was in reality an increase in the volume of mail traffic and a cor- 
responding increase in mail revenue earned in the year.. The 1928 accounts, 
however, contained an item of $170,000 for back mail pay. Telegraph and 
telephone revenues at $6,122,152 show a satisfactory increase of $693,240, or 
12-76%. Other revenue of a miscellaneous nature amounted to $11,713,358, an 
increase of $543,922, or 4-86%. 


Mr. Hanson: Passenger revenue seems to be on the toboggan. Is that 
due to the competition of the motor bus or motor truck? 


Sir Henry THornton: I do not know how we can explain that. I would 
say certainly a fair proportion is due to highway competition, the larger use 
of the automobile by tourists with the continual improvements in roads, there 1s 
a tendency on the part of the tourist to travel in his own vehicle. 


Mr. Hanson: That is almost a permanent condition. 


Sir Henry THornton: That is almost a permanent condition, and it is 
becoming more prevalent, although there is this comforting fact in it, that the 
tourist who comes to Canada in his automobile, probably leaves more money 
behind him than he who comes on the railway train, because he has to buy 
gas and oil, and pay garage expenses, but still he has to go to the hotel. 


Mr. Hanson: There is not much satisfaction to the railway from that. 


Sir Henry THornton: There is not much satisfaction to the railway, but 
he does leave that much more money in the country, and it does, indirectly, 
have a certain advantage to the railway company. For instance, it has been 
estimated, and I think conservatively, that tourists leave annually in Canada, 
$300,000,000. That is a fine business because, as far as the country as a whole 
is concerned, it is all net profit, it is all spent here. . 


Mr. Hanson: In view of the decrease of passenger earnings, how do you 
justify increasing the speed of the new trains? I am not questioning you, but 
I would just like to know. 6 


Sir Henry THorntTon: It is quite simple, and I fully thought that ques- 
tion would be raised. The object of a railway company is to fill its trains, to 
get more business. The better service you give the public, the more competitive | 
business you are going to get. For the last seven years we have been steadily 
improving our roadbed, and our equipment.. We have introduced automatic 
signals and all of those transportation facilities which permit higher speeds and 
better use of the property. That situation having now been developed, we 
decided that we could cut the speed of our trains and I take it that you are 
referring to the service between Montreal and Toronto and Chicago, that we 
could increase the speed of those trains and reduce the .running time, thereby 
attracting more business to our line. That is the reason we did it, to get more 
business. The better facilities you can offer the public, the more business you — 
get, and those trains, I venture to say, will prove highly profitable. For 
example, the way improved facilities help business; I think it was in 1923 or — 
1924, we inaugurated a service between Montreal, Philadelphia, Washington and 
points south, by way of the Central Vermont Railway, through the Pennsy]l- 
vania Station. Such train had never been run before; there was no connection, 


without changing cars between Canada to southern points in the United States. 


For about a year that train just broke about even; to-day it is a highly profitable 
service and, far and away, the most highly profitable we have on the the rail- 
way. In other words, that train has built up for itself a definite patronage, and 
after all, if all our trains paid as well as the Montrealer and the Washingtonian, 
we would be making money on our passenger service instead of losing it. The 
same applies to the new service inaugurated between Montreal and Toronto 
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af Chicago. That places, in point of speed, an improved facility at the disposal 
of the public, and we believe that those trains will be profitable. They have 
certainly shown very satisfactory results so far. 

_ Mr. Geary: Does that train run without a stopover in New York? 

Sir Henry THornton: You are speaking of the train between Montreal 


and Washington. Those trains simply pass through New York. 


Mr. Geary: There used to be a stopover there. 
Sir Henry THornton: Perhaps there would be ten minutes for changing 


engines. There used to be a stopover; there was no connection there, but since 


ud 
$ 


this train has been put on, it runs straight through New York. 
Mr. Hanson: Sir Henry, there is only a limited amount of business to be 


done between the points you refer to, Montreal and Chicago we will say, so any 


business you get is at the expense of your competitor. 
- Sir Henry THornton: I would not quite agree with that. 
'Mr. Hanson: Any business you have must necessarily be at the expense 


of your competitor. 


Sir Henry Tuornton: I would not say that. There must always be a 
certain amount of business that is competitive, but we find that the better 
the facilities you give, the more you excite general railway travel. Let us 


take these trains between Chicago and Montreal. Now Montreal and Quebec 


are to-day great Atlantic ports, the St. Lawrence water route every year is 


| appealing every year to a large proportion of the people in the United States, 


particularly those west of Chicago, who are going abroad, in competition with 
New York, for example. Montreal is becoming more and more an important 
North American business city. Formerly people might go abroad through 


New York, but with the superior advantages of the St. Lawrence route, with 


the fast trains from Chicago to Montreal, and vice versa, we intend to popu- 
larize the St. Lawrence water route, and attract people to Canadian ports as 


compared to American ports. It is quite conceivable that if there were not good 


train service between Chicago and Montreal, people going abroad might go 
to New York, spend a day or two there, then come up to Montreal and take 
ship from that point. But, with the good service from Chicago and points west 
in the United States, we attract passengers to travel on our train. It is true 
that there is ‘competition, and I think it is a very good thing. It keeps us on 
our toes and it does the same for our competitors, but the point is this, that 
as soon as you offer the public some kind of new facility, some kind of new 
service, they never had before, more and more people will take advantage of 
it, in other words, it excites railway travel. 

Mr. Hanson: That is an element, but a certain proportion is at the 
expense of your competitor. 


Sir Henry Tuornton: Certainly. 
Mr. Cantirey: What is your passenger traffic’s total loss? 


. Sir Henry TuHornton: That is a pretty difficult question to answer right 
off the bat, Colonel. 3 


Mr. CantLtEy: You were able to give it to us last year. 


Sir Henry Tuornton: I think we said something like ten million dollars 
last year, I would not be certain. We can answer that right away. 


Mr. Geary: While that is being looked up, is there reflected in those 
figures the loss of revenue from harvesters’ excursions? 


Sir Henry THORNTON: Oh, yes. 
Mr. Geary: That would be quite an item. 
Sir Henry THornton: It is a million and a quarter. 
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ah, A eek cae a 
Mr. Geary: I know that it is reflected im all these figures in this par-_ 
ticular paragraph. * Sa Sa 
Sir Henry THorntTon: About ten million dollars a year, Colonel, is the 
answer to your question. | 5 eon 


Mr. Hanson: That is what you lose in your passenger service. = 


Mr. Cantiey: Well, that amount, I think, has grown considerably ae boy 
think there was a time when it was about six million dollars. is : 


Sir Henry THornton: That may be, I do not know; that is, gross. You . 
can get the other figures to-day, but on the other hand, it is not quite fair to 
assume that because from the arithmetical point of view, you are losing ten: 
million dollars in passenger business that is all loss. Now, our experience In 
passenger loss is pretty much the same as every continental railway on the >. 
North American continent. I do not think any of us are making any money at 
all out of our passenger business as a whole, but you have got to maintain — 
passenger services and you have got to maintain good passenger services in the~ — 
interests of the enterprise and the country as a whole. In other words, we 
cannot shut up the passenger department. We cannot divest ourselves of our 
passenger services. We have got to continue passenger services, and if we are 
going to continue them they must be first-class. There is no use having any- 
thing on a railroad unless it is good. If it is not good, do not have it. All 
those facilities for travel and inter-communication assist in building up the 
country and have an indirect value which probably is fully as great as the loss 
that is experienced. at 


Mr. Cantiey: I am thoroughly in accord with all that, but the reason I 
ask the question is that the popular opinion of the man on the street is that 
better and better passenger services should be provided and that it is a 
profitable service, while the fact is that it is anything but a profitable servicer. . 3 
That is the point I want to bring out. ; 

2 
od 


Sir Henry Tuornron: I do not know that the popular opinion of the 
man on the street is that it is a profitable service, but I certainly know that ‘ 
the public expect better service all the time. : : 

x 


ie. 


Mr. Cantiey: There is not any doubt that the ordinary man on the 
street thinks you are making a profit. . ie a 


Sir Henry THornton: The only passenger services that really pay are 


the suburban services serving large metropolitan areas such as New York and 
London. 


= 


Mr. Hanson: The greatest ratio of losses is on the little country jerk- 
water routes. < 2 an 


Sir Henry Tuornton: To go back a little. The governing factor in_ , 


passenger service is the degree to which you fill your train. It does not cost 
any more to haul a train full of passengers than it does, empty, .and every a 
passenger you get into the train is just that much velvet, and therefore if you — 
can fill your trains you can make money” The trouble is that we cannot fill - 
our trains. The running of suburban services pays because the trains are filled, 


and not only filled, but people are usually standing in them. 
Mr. Hanson: Ten million dollars is rather a colossal] loss. 


Sir Henry Tuornton: Yes, it is pretty large. ; , a 
Mr. Geary: That is subject to a little modification. If you have light 


passenger traffic you would decrease your haul of coaches, for instance, or do 
you run the same number of coaches through? 3 


i722 

a M 
— 
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nore to run a passenger train with six ears than it does with - 


ae 


lam glad to hear that. It has not been always argued that 


: "Mr. Haxsox: The net result of the discussion is that your passenger 
service loss of revenue is going back each year, getting greater. Two years ago 
it was about six million dollars; now it is about ten million. 

- Sir Hexey THornton: I cannot remember what it may have been then. 
I think you have to take that into’ consideration as a proportion of the gross 
ue. That is, you might experience a progressive loss im passenger service, 
‘which compared on a percentage basis with gross revenue, might show 


improvement. : 
' Mr. Gsary: The importance of that is the fact that the greater the | 
ssenger business, the greater the net loss. | 
> Sir Henry THORNTON: Up to a certain point. You get to a certain point, 
then beyond, when you get a certain volume oi traffic, then you Impreve your 
psition.— 
Mr. Geary: If you get to the point of saturation. a 
Sir Heney Toornton: Until you get to the point of saturation. There 
4s no use kidding ourselves that passenger business is in itself a profitable 
pusiness. but it is something that has to be carried, and must be carried on 
well, and indirectly, there Is an advantage in having first-class passenger 


a: — eel. — 
are 4 = - - : = “ . ' : - 

_- Mr. Hanson: Some years ago it was suggested that there might be 
- co-operation or co-ordination between you and the. other great system, in 


which would eliminate this loss. Has anything been accomplished 


“<n sir E ENRY THORNTON: Well, I have not been able to accomplish any- 
thing. We are perfectly willing to collaborate with the Canadian Pacific Rail- 


any time with respect to passenger services anywhere in Canada, and 
.at offer several years ago but it was not accepted. 


aa Mr. Hanson: You have not been able to get them to agree. 
Sir Henry Tuornton: That is the idea, that is it- 
os: a Mr. Hanson: Of course, the most glaring Imstance of that is between 
os > and Montreal. : 

: . = q F 7 

 $ir Henry THornron: That is quite true._ 

Hanson: That is the one that comes under our notice most. 
: Se : _ = - a = 

Sir Henry THORNTON: Yes. I would be quite willing to pool our services, 
'_ ¢@ pool our receipts, to pool our losses, or to do anything anyone wants to do, 
that will passenger service losses mm cooperation with the Canadian Pacific 
Railway. is made now, and it stands.» 
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Mr. FarrweatHer: A summary of the comparative accounts of 1928 and — 


1929 is as follows:— ’ 
: Percentage 
+ Increase | + Increase  _ 
a 4 1928 1929 or or 
— Decrease|— Decrease 
$ $ $ “ 
Hreig ht hiasrae ose sat ore ke ae ere eee eaes 209, 439,963) 193, 653,911/—15, 786, 052 — 7-54 
PASSEN GET roy. ae oe er ee a Er de 34, 187,024 382,012, 886|— 2,174,138 — 6-36 
Maal sie oes Pte ls Seer ae i ree 3,099,212 2,995,337|— 103,875 — 3:35 
PUR TORS 25s hei cla ein EO eee ee ot ea a 13, 307,374 13,381, 329/+ 73,955 + 0-56 
Téleo and! Pelephso sc soa) pee te See eee 5,428,912) — 6,122,152\+ 693,240 + 12-76 
Other traitt eos s Peek see ie he eee Cate 11,169, 436 11,713, 358 + 543; 922 + 4-86 
Doha acs yo tte Ok he ae ee eee eea ee 276,631,921} 259,878, 973|—16, 752, 948 — 6-05 


OPERATING EXPENSES 


The properties of the Canadian National Railways experienced considerable 
growth during the year 1929. The operated road mileage was increased from 
19,364.13 to 19,571.36, and miles of all track from 26,773.40 to 27,004.22. 
Locomotive equipment increased from 3,032 units to 3,096 units, freight train 
cars from 119,984 units to 123,164 units, passenger train cars from 3,721 units 
to 3,765 units and work equipment from 7,886 units to 8,234 units. 

The comparison of the properties in the two years is as follows:— 


ek 1928.3) 35-1929 
Road nites 55 55 sexsi pd eee at eee ee es ee a 19, 364-13] 19,571-36 
Miles.ofiall dracks. i505 553 0 sis ue ae ee eg eee 26,773-40| 27,004.22 
Locomotives. oe. Sy Bee ee ae ea ne ea dee 3,032 — 8,096. 
Freight train care; 32) eagle ea oe ee ne ee ere 119,984 123, 164 
Passenger train cars...... ; eae Go GA OMMnR © pee deo SHORE nips we Dent Rie agai 3,721 3,765 
Work equipmenterd, osc eNO pe ee ee ee ee ae ae 7, 886] © 8, 234 


Mr. Hanson: With respect to the increase freight train units, do you ‘feel. 
you are fully equipped yet? nS oe 
Sir Henry Tuornton: No. One of the most difficult and serious problems 
we have is the disposal of several thousand wooden underframe box-cars, which. 
were an inheritance from previous administrations, and we will not be in a 
satisfactory position until we have replaced those with modern steel equipment. 
Mr. Canriny: The funeral pyre is the only place for those. star 
Sir Henry Tuornton: That is right.. The only trouble is it costs money. 
We have been gradually, during the last seven years, working these cars out of — 
our equipment as quickly as we can, and replacing them with modern cars. SE 
: Mr, Cantisy: Those cars will be debarred from the American roads in 
931. ae 
Sir Henry THornton: Yes., They will be debarred at that time. a 
Mr. CANTLEY: What increased number of cars do you suggest you will — 
ese meet that condition of affairs next year? How many of those cars 
are left! : See. 
Mr. Hunczrrorp: About 50,000 wooden cars of all kinds. : | 
Sols Henry THornton: About 8,000 of the worst type. Now, we started 
trying to get rid of those and replace them some years ago, and have made pretty 
satisfactory progress. ~ 
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Mr. Hanson: It is only a question of expense. 

Sir Henry THornton: Yes, it is a question of expense, but you will have 
to distribute all that expense in such a way as not to get it all at once. ° 

Mr. Geary: Is there any useful life in these cars? 

_ Sir Henry Tuornrony Not much more. 

~ Mr. Gmary: If you had the money you would replace them? 

Sir Henry THornton: Oh, yes, [ would, like a shot, but I am very much 
like the man who would like to paint his house this year and can only paint part 
of it, and must wait until next year to finish the job. It all depends on how 
much money you have got. 

Mr. Geary: If these things have a useful economic life, you want to wear 
them out. | ee 

~ Sir Henry THornton: We are making certain use of them, of course, but it 
would be unwise to try to replace all in any one year. 

’ Mr. Gmary: It would hardly be justified. 

Sir Henry Tuornton: I do not think it would be justified. We are using 
our best judgment to get rid of them as fast as we can. 
~~ Mr. Cantiry: Do you care to’tell us what your car-building program is 
for the present year? : 
Sir HENRY THorRNTON: Our car-building program, what equipment—I can 
- give you that in two minutes. These are additions—200 freight refrigerator 
ears, 10 snow ploughs, 1,000 50 ton box cars, 12 sleeping cars, 5 dining cars, 12 
_ lounge cars, 25 tank cars, 5 depressed flat cars, flats for handling heavy casting, 
_ 2,250 box cars; 20 baggage cars; another item of 1,250 box cars. Well then there. 
are some scattered refrigerator cars. Is that enough? 

Mr. Cantiry: Do you contemplate contracting for-that equipment this 
year? ee . 

Sir Henry THorRNTOoN: Oh ves. 

Mr. Hanson: And the estimated gross outlay is $21,000,000 with increased 
locomotives. Do you ever anticipate coming to the end of your betterment 
OLOSTSANS a ee 

Sir Henry THornton: Never! 


_Mr. Hanson: In that table that was read there were increases in express, 
telegraphs, miscellaneous; is that due to the increase in rates or increase in 
business? : 

Sir Hpnry THorRNTON: Increase in business. The most notable increase is 
the increase in telegraphs and telephones, and that is due to the improvement 
in our telephone facilities, in the introduction of the carrier system which has 
increased our capacity for business and attracted a good deal of new business. 

Mr. Hanson: You are increasing the mail service there? 

- Sir Henry Tuornton: ‘There was an increase in mail revenue of $67,000 
~ for new lines on the Western region and for an additional volume of mail 
handling but this was offset by credit in 1928 in the accounts for $170,000 for 
’ back mail pay. In other words in 1928 we got $170,000 back mail pay which 
throws the comparison out of proportion. It is*really not a decrease. 
Mr. Hanson: With reference to your telegraph service, you took over the 
Western Union in the lower provinces. Did you take over the whole service? 
Sir Henry THornton: Yes, except the cable service. 
Mr. Hanson: But you didn’t take over the trans-Atlantic cable nor did 
you take over the through service cable? 
Sir Henry THornton: Yes, we took all land services. 
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Mr. Hanson: Did you get that? 

Sir Henry THornton: Yes. 

Mr. Cantiey: What price did you pay? 

Mr. Ross: $1,029,000. 

Mr. CantiEy: Was that under appraisement or under an old agreement? 

Sir Henry THornton: Under appraisement. 

Mr. Cantiey: What arrangement was made with respect to the employees? 

Sir Henry Tuornron:~ The same arrangement was made with respect. to 
employees as was made with all other lines of railways. The employees come 
in Just the same as the employees on the Canadian Nationa. 

Mr. Cantey: I was interested in the pensions arrangement because the 
western union had a very fine arrangement. 

Sir Henry THornron: Well, they come in for pension just the same as if 
their service was on the Canadian National. 

Mr. Cantiey: Is that as high a scale? 

Mr. Ross: Higher, sir. 

Mr. Cantiey: Oh, I am glad to hear it. 

Mr. Ross: Of course there are some of the old employees there with us 
yet that are to be superannuated by the Western Union. For instance from the 
‘Western Union there are a number of old employees and we did not think it was 
quite fair that these old employees entitled to superannuation under the Western 
Union should remain with the Canadian National and then be superannuated 
by the Canadian National, so we made an arrangement whereby they would 
take care of their superannuation. I think there were about 11 of them we were 
continuing on in our service until such time as we did not require them any 
longer or they decided to retire, and then they went on Western Union super- 
annuation, For instance a man who has served the Western Union for 30 or 40 
years, and he had only spent three or four years with the Canadian National, 
at the end of the time when it comes to retire, his pension counts for him the 
same as though he served the whole of his time with the Canadian National. 

Mr. Hanson: On the basis of the higher seale? 

Mr. Ross: Yes. 

Mr. Hanson: It is very interesting to hear it. 

Sir Henry Tuornton: That figure was $1,1009000. I am sorry if I said 
$1,020,000. The exact figure is $1,123,395. 3 

Mr. Geary: Did you estimate the liability in reserve for superannuation? 


Sir Henry THornton: No. Mr. Robb was just explaining, We gave to 


the Western Union employees the same superannuation facility as though we 


had owned the telegraph line in perpetuity excepting with respect to some of 


their older men who were just about to be superannuated and we did not think 


we should carry that burden and the Western Union agreed with respect to 


those 11 men to take care of them. 

Mr. Grary: That was not my point. You set up a fund for superannua- 
tion? a 

Mr. Ross: Perhaps I could explain that in addition to the pensions the 
rates are higher now. As soon as ever they come under us automatically the 


Same rates as paid by the Canadian National Railway telegraphs through — 


the west automatically went over the whole of the Maritime provinces and 
they are mucli higher rates than are paid by the Western Union. 

Mr. Geary: This telegraph line carried as hability some sort of reserve 
to provide for superannuation, I suppose? Sieh, 
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Sir Henry THorntTon: No. We didn’t get that reserve when we bought 
the property. | 
Mr. Geary: You bought the physical assets? Then you contribute out 
of your funds an equal amount in order to make that up? 

- Mr. Ross: No, no. 

Sir Euenne Fiset: Only with regard to 11 employees. 

Mr. Geary: Whoever they are. Take your case, what have you against 
future superannuation payments? It is a fund; that is a liability, is it not? 

Sir Henry THornton: We have not built up a pension reserve fund as 
we have an insurance reserve fund. I think that is what you are getting at. 
That is largely because the state of our finances do not permit it at the 
moment. Therefore, we are meeting out of our expenses the annual pension 
requirements. 

* Mr. Hanson: Is that a contributory system? 

Sir Henry Tuornton: Not entirely. What we will do some day as soon 
as we can get around to it is to build up the same kind of a pension reserve 
that we have with respect to our insurance reserve. There are several things of 
that kind which ought to be done on the railway and the only reason it has not 
been done is just that you cannot do everything at once. 

Mr. Geary: Taken by itself that scheme is not actuarily sound? 

Sir Henry THornTON: Oh, no. 

Mr. Geary: But there are contributions from some employees are there 
not? In your system you have a fund on hand composed of contributions 
from employees, have you not? 

Sir Henry THornton: You explain, Mr. Robb, the whole pensions system. 

Mr. Ross: We have no contributions for the pension from the employee. 

Mr. Geary: Well, that answers the whole question. 

Mr. Ross: There is a fund on the old Intercolonial and also on the old 
Grand Trunk in which employees contribute, and that is for sick benefits and. 
insurance and so on, but only those two railways. Now in the Maritime 
_ provinces—that is what we have under consideration at the present time—one 
of the conditions on which the western Union would agree to the Maritime 
Province lines coming over to the Canadian National Railways was that we 
should provide for the pensions of the employees. 

Mr. Geary: Did they have a fund set up? Did the Western Union have a 
fund? 

Mr. Ross: I don’t know really whether they are paying out of a fund or 
out of operating. They have a scheme for the whole of their employees the 
same as the Canadian National. 

‘Mr. Hanson: You have no pension fund established? You take it out of 
your operating expenses each year? 

Mr. Ross: Oh, yes. 

Mr. Hanson: And it is non-contributory? 

Mr. Ross: Non-contributory. | 

Sir Henry THornton: And that is pretty much a standard practice, 

Mr. Grary: If there is a fund against future pensions in this telegraph 
line you have to make that good in addition to the price you pay for the 
valuation of the property? 

Sir Henry TuHornton: Indirectly; in one form or another. In other 
words it comes to this, that the care of your old employees, in any industry, 
whether it is railroading or anything else, has come to be a charge on the 


property. 
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Mr. Geary: Perfectly proper. I was only wondering about the financial 
arrangements, whether any sums are set up— 

Sir Henry THornton: _No, I hope some day we can. . 

Mr. Hanson: As a matter of fact it is just a matter of policy with the 
management. There is no statute. : Bis 

Sir Henry Tuornron: No, of course. The two things you would like to 
accomplish are, you would like to have an insurance fund, a sufficient fund, at 
once, to meet all of your insurance requirements and put you on easy street 
there. And you would likewise like to have a fund which in itself will maintain 
the pension basis of all of your employees. That is the sound thing to do as 
you can do it. 

Mr. Geary: One more question on these figures. You have a total 
track mileage of some 26,000 miles, and operating mileage of 19,000, a differ- 
ence of 7,000 miles. 

Sir Henry THornton: Well, some lines we are operating under lease. And 
that 27,000 miles includes third and fourth track—and yards and sidings, 

Mr. Guary: Well that is what I mean. 

Mr. Farrweatuer: The 19,000 miles is station to station mileage and 
the other is the miles of all tracks, second track, third track, sidings. 

Mr. Geary: You throw them into the other? 

Mr. FatrweatHer: Yes. 

Railway operating expenses bear relation to both the size of the proper- 
ties and to the traffic handled. The operating expenses for the year 1929 were 
$214,816,892 as compared with $218,248,343, a decrease of $3,431,451, or 1-6 
per cent. 

Mr. Hanson: Has that decrease been brought about by laying off men. 

Sir Henry TuHornton: Well, the next sentences will explain. = 

Mr. FarrwEATHER (Reading): 


“Had the decline in traffic been uniform throughout the year and not 
concentrated in the fall months, operating expenses might have been somewhat 
less. Maintenance programs had however been established for the year based 
upon a normal expectancy of traffic and as the failure of the crop to move in a 
normal way developed with considerable suddenness, it rendered difficult any 
compensating reduction of expenses. Moreover, the railway had already been 
put to the expense of distributing several thousand empty cars in anticipation 
of a normal crop movement. The money so spent, could, of course, not be 
recovered. Also, having regard to national interests, it was considered unwise 
to embark upon a wholesale policy of retrenchment which would throw hun- 
dreds of wage earners out of employment with attendant economic disadvan- 
tages. Consequently, while the situation was immediately recognized, the 
company exercised a restraint with regard to measures which conceivably 
might have created a worse and more permanent condition of depression. The 
properties have been adequately maintained and are in a high state of 
efficiency.” 

Mr. Hanson: Well, having regard to that whole paragraph, is it not a 
fact ihat you did retrench? Did not you cut out your extra work? 

ir Henry THornton: We certainly did retrench so far as good judg- 


ment Indicated that we should. And you will find in the next paragraph that — 


we decreased maintenance-of-way expenses by $1,142,342, and transportation 
expenses $3,142,929. That decrease in transportation expenses was consider- 
ably due to the automatic falling off in traffic. ! . 

Mr. Hanson: The transportation. Of course. The men go according 
to the ‘una. That is right. That is axiomatic. But were not some of the datal 
men talten off, the extra men? 
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‘Sir Heney THORNTON: Oh yes, what you call casual labour, seasonal 
labour. Oh yes. What we tried to do was to retain in service the older and 
more experienced employees, men who had established homes and had families, 
and to whom dismissal would have been a very serious thing, both to them 
and the community in which they live. 

Mr. Hanson: Were men put on short time in the shops? 

Sir Henry THORNTON: Yes. 

Mr. Hanson: All over the system? 

— Sir Henry THornton: Yes. Well, you might explain it, Mr. Hungerford. 

_ Mr. Huneerrorp:: No, we did not reduce the time or the staff in the shops 
pe but we have recently made arrangements to shorten the hours some- 
what. 

Mr. Hanson: You have a five-hour day some places? 

Mr. Huncerrorp: Yes. 

Mr. Geary: In what proportion is labour to expenses? 

Mr. FairweatHer: Employees compensation amounted to $70j891,000 
out of a total of $104,820,000. | 

Sir Henry THornton: About 70 per cent is labour. You asked what 
proportion of expenses were paid out for labour. That is right. Well, it is 
roughly about 70 per cent, 68 per cent. 

Mr. Hanson: 50°58 per cent. 

Sir Henry TuHornton: No, that is cents. That is the distribution of 
the revenues. What Colonel Geary asked was what proportion of the trans- 
portation expenses are paid out in labour and it is about 68 per cent. In 1928 
it was $71,222,000 and the total expenses $107,963 ,000. 

Mr. Geary: And what was it in 1929? 

Mr. FatrweatHerR: $70,000,000 against $104,000,000. I can give you the 
percentages. 

Mr. Geary: That means you have dropped in compensation about a 
million dollars? 

Mr. FarrweaTHEeR: $830,000. 

Mr. Geary: And you have dropped under the whole transportation— 

Mr. FarrwEaTHER: $3,000,000. 

Mr. FarrwkaTHeR: The decrease in material was $2,468,000. 

_ Mr. Geary: That is a rough division. 

Mr. FarrweaTtHER: That is presented in the memo. 

Mr. Geary: The Interstate Commerce is about the same. 

Mr. FarrRweaTHeEr: Yes. 

Sir Henry THornton: Shall we go on? 

Mr. FarrwEaTHER -(Reading): 

The operating expenses of the Canadian National Railways are classified 
in accordance with the accounting rules of the Dominion Bureau of Statistics 
and are divided into 144 primary expense accounts, these being grouped under 
7 main heads, with self-descriptive heads as follows:— 


(f)- Maintenance of way and structures. i... re a i Fe gies 40 primary accounts 
(oye fin penanne aL CC UIpIMen tee oo tec ise ia! Coe Raves ste ee ae gies 27 primary accounts 
RrseaL Pe IT Ce ere era ne Aare hc ok eG ne ah Se Ne ie oe «1 10 primary accounts 
ere eel ANRDOTLA GION ek eck Gee ee Ped aie y Winds Searru ies om eh. Soiy s 49 primary accounts 
Mite MISA COU Bea tet. ease Fs hee oT aie eee aaa ieee na a 5 primary accounts 
Ri ec fete he ee ws gr RTT b RUSS Cd Cane eae cos 12 primary accounts 
(7) ransportation for Investment, Crs = Ae ee 1 primary accounts . 
BeOS as eee PEER netics eee OT SE at Ae tees» 144 primary accounts 
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The comparison of expenses under these heads for the years 1928 and 1929 
follows:— , ° 


eens ee Ne 
SHEMALES ON AAC MOR a é 


— Decrease | 

Total Operating Expenses 1928 1929 or 

: + Increase 

$ $ $ 
Maintenance of ways)? s..2 eee eae ee eee 48,010,559 17| 46,868,217 11|—1, 142,342 06 
Maintenance of equipment: is.) ose, aoe ae oe: 47,918,236 40| 48,460,840 78;+ 542,604 38 
SRV in remi ie litem sareligle es acta'se cot eaakG b Ob one MER POE aU Ose enern kan Rm ae 7,047,167 70| 7,345,710 07/+ 298,542 37 
Transportation 206. Oe ees oe a Oe eee 107,963,695 15)104,820,765 87/—3, 142,929 28 
Miscellaneous c20200 CBO. ee eine oe eee 2,329,281 214 2,378,644 27/+ 49,363 06 
General S05 Be Ee A a ae all dani Te Pee 6,785,668 17; 6,904,941 28/+ 119,273 11 
Transportation for Investment—Cr...<. 2... 027.0003 0 —1,806,264 12)—1,962,226 97/— 155,962 85 
AL Otel 305 Sen, Se en ie ae ere 218, 248,343 68/214, 816,892 41|—3,431,451 27 


Mr. Hanson: Would you explain that last item. I do not know what it 
means? 

Mr. FarrwearHer: That arises out of the transportation by the railway 
of materials used on capital account, if we transport material for our operation, 
the company’s own necessities, we don’t charge anything for the freight but if 
we transport it for capital account we charge at a stated rate. I think that is 
true more or less, Mr. Cooper? 3 

Mr. Coorer: Yes. Seven mills a ton mile. 

Mr. Hanson: That is the standard? 

Mr. Cooper: Yes. 

Mr. Geary: Will you assure us that while maintenance of way has dropped 
$1,142,000 that does not indicate any slackening up in maintaining the way. 
You stated so I think pretty definitely, 

Sir Henry THornTon: Well you see the total expenditure was practically 
$47,000,000. You can subtract $1,100,000 from that without great damage to 
the property. ; | 


Mr. Geary: But you have not adopted any policy of slackening up in your | 


maintenance of way. 


Sir Henry THornton: No, we have tried to exercise a certain amount 
of economy and we have postponed certain things which can be postponed with- 
out serious difficulty for another year and we have generally endeavoured to 
exercise that prudence which business judgment would indicate but without 
unduly borrowing from the future, because you pay a pretty high rate of 
interest when you borrow from the future in the maintenance of a railway. 

Mr. Hanson: Somewhere you say the maintenance has been maintained 
up to a high level. 

Sir Henry THornton: It has. Each year we find ways-and better means 
of doing things. For instance, just one little thing, we have extended the coopera- 
tive movement to our maintenance of way employees. That is to say we are 
giving to our maintenance of way employees the same opportunities to make 
suggestions relative to the improvement of doing work that we have in the shops. 
And that is developing quite a material degree of economy. We find that our 
men are making suggestions with respect to many of the tools that they use, 


many of the methods that are employed, that are valuable and productive of | 


“4 


better results with less expenditure. And each year, not only in the Maintenance 


of Way Department, but in all departments, we find better and more economical 


more efficient. 


“a 


ways of doing things, and the operation of the railway will become progressively , 
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Mr. CantTiEy: How do you encourage that? In a financial way? 

Sir Henry THornton: No. Different districts and different regions have 
committees consisting of the road masters and the district engineers who meet 
periodically with the appointed representatives of the men and the men will 
explain how a certain tool can be improved or will call our attention to perhaps 
a little different way of distributing oil, as to how we can save some oil, and 
hundreds of suggestions of that kind. No one may be of great value of itself 
but some thousands of them mean thousands of dollars at the end of the year. 

Mr. Cantey: Well, if an employee makes a suggestion and you adopt it 
with the result that the railway is in a considerable amount of money, do you 
recompense him in any way whatever? 

Sir Henry THorntron: No. I can only describe it in this way. In the 
shops, for instance, we were so satisfied with the result and were anxious to 
provide some recognition and that took the form of a week’s holiday to all our 
men in the shops with full pay. That was the compensation to the class as a 
whole for their efforts; or, at least, it was our recognition of their effort. We 
cannot very well assess it in dollars and cents, and it is not always easy to 
determine what the value of such is. So we lumped it all up and we indicated our 
satisfaction by this week’s holiday with pay. 

Mr. Hanson: Maintenance of Way Equipment is about your largest 
item except transportation? 


Sir Henry THORNTON: Yes. 


Mr. Hanson: My observation is that you are maintaining your ways 
on your main lines pretty well but I do not think you are on your branch lines. 
I made that observation last year and you denied it, or rather you said they 
‘were being maintained as well as the the receipts. 


Sir Henry THorNTON: ‘That is the answer. 
Mr. Hanson: Well, there is a point beyond which you cannot, go. 


Sir Henry THorNtTon: One of the things a railway officer is supposed to 
know, or at least one of the things he has got to do is to decide the standard 
of maintenance which the character of the traffic demands. Of course you 
maintain the main line to the very highest standard. On the other hand a 
« relatively unimportant branch line does not deserve creosoted ties, or rock 
ballast, or automatic signals. It is a matter of Judgment on the character of 
: maintenance that should be employed— 

Mr. Hanson: Or what you can get by with! 

Sir Henry THornton: In some cases. Well, I should not put it quite 
that way. If you mean what you can do without public uproar, that is one 
way of putting it, but no kind of public uproar would change my opinion with 
respect to what I believed to be the character of maintenance that ought to be 
employed, otherwise I would be driven crazy. 

A Memeper: You are impervious. 

Sir Henry THorNtToN: I have had a fair amount of experience. 

Mr. Hanson: I travelled in a railway train the other day in one of your 
cars that was built before I was born, which is a good many years now, and I 
asked the man where it.was built, and he said in the old Harris Car Works in 
St. John—1878. 

Sir Henry THornton: Well, of of course it is always nice to preserve 
these old railway and political memories. 

Mr. Geary: I thought that car was running on the old Toronto railway. 

Sir Henry THornton: I iam showing signs of reformation at any rate. 
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: ’ 

Mr. Hanson: Well, the sum and substance is you have to ‘get rid of these — 
old cars or you are going to have some accidents. . 

Sir Henry Tuornton: I would be tickled to death if we had rock ballast 
all over the railway, and automatic signals and fine stations and grass plots and 
fine parlour cars. I would be tickled to death if I could do all this. It is what 
we are working to. But unfortunately we cannot do it all at once. 

Mr. Cantiey: Well, the point of my friend is that you are improving 
enormously the traffic between Montreal and Toronto on these through. trains 
and on the main line, but take for instance, from Halifax to Sydney, we have 
a lot of equipment there that is not in keeping at all with the importance of 
that traffic, because there is a growing and important traffic. I travelled to 
Truro recently when as a matter of fact there was not seating accommodation 
for—well, 20 per cent: of the traffic. 2 

Sir Henry THornton: Well, that is a fairly tall order. If it were any- 
body else I would be inclined to question it. Me 

Mr, Cantiey: Thank you for the compliment but the fact remains. 

Sir Henry THornton: I have no doubt you could find some things about 
the railway which are not done as we would like to have them done, but all 
I can say is we are doing the best we can and I look forward to the day when 
all of these things will disappear and you are riding on a rock ballasted railway 
between Halifax and Sydney. 

Mr. Cantiey: Your accommodation from Halifax to Montreal -on the 
Ocean Limited and the Maritime is first. class; and the Acadian, when it goes. 
But when you leave the main line and travel from Halifax to Sydney, which is 
a very important one, the accommodation there is not what we ought to have. 

Sir Henry THornton: Just make a note of that, Mr. Fairweather and we 
will see what we can do. Maybe something is overlooked. 

Mr. Hanson: I think that is true of all the branch lines. Your through 
line traffic is splendid, and you ought to have the recognition that deserves. 
But the branch line equipment is poor. 

Sir Henry THornton: Well, let us assume it is what you say it is. We 
do not do that for fun. There must be some reason for it and the reason is 
we are just getting around to those things as fast as we can. 

Mr. Hanson: I recognize that. I want to be fair. 

Sir Henry THornton: Personally I would be delighted if we could give 
that character of branch line service which would satisfy everyone. 

Mr. Geary: Probably the people would put up with almost anything to 
get from Sydney to Halifax. 

Mr. Cantey: That is an Ontario point of view. 
Sir Honry Tuornton: Well, we have your point, Colonel., I have a note 
of it. : : 

A Memper: I do hope you are keeping up the standard that you found 
on the Gaspe Railway. 

Sir Henry THornton: That is another story. 

Mr. Hanson: All these branch lines are another story. 

Sir Henry Tuornton: I would not despair of the Gaspe Railway, really 
—sometime— 

A Memper: And the Kent Northern? ae 

Sir Henry THornron: That is a fine property. Well, shall we trot along. 
I do not think there is anything there of interest until you get down to Main- 
tenance of Way and Structural expenses at the bottom of page 4. : 


The expenses may be further divided for the purpose of comparison between s 


employees’ compensation and other expenses. This comparison follows:— 
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Employees Compensation 1928 1929 Increase Decrease 
$ $ $ $ 
Maintenance of Way......... es ee Ree cee is ee See 26,079,435} 26,251,038 171,603 
Mamtenstice OL MGuipmertisiis co es 6 fia ros vas 25,088,758} 25,790,316 701,558 
SE TAT Cae, ae eich EUS Aa He Le a Aa ae AE 3, 398, 563 3,499, 529 100, 966 
SEPA GIR IT EA G ION spt ee eae ike Oy he He 222,086, 10; 801 850) os eo or, SP 830, 836 
MASSE CHIA NOON oe eo smi eee i pone hn edioe LAagRAT5 PLO STS) haart aes 2,022 
CpeneTa les Bo oe ee Oe ee ge a GEE ERO, 4,311,344) (4,395,227 83, 883 
otal ase ess ae BE Ra ae EN 131,227,961] 131,453, 113 PAPAS BAZ 
Materials and Miscellaneous 1928 1929 Increase Decrease 
$ $ $ $ 
Emin ATE Oe sOE VE Vie sh Fido hogy Os SE Pe es Dis Oa ty Woe 20 G8. Ld OE cco oe 1,313, 945 
Mamoniarce OLauguipmento. 2 os ae ees De GOOLE O22 BLO. D2OL. ce waa eae 158, 954 
REE Mer eo ot te I ae ae Re ed 3,648,605} 3,846,181 197,576 
SRANSDOTLALIOD Gs ory ON eee aul es RO a Oe ee ee ow 34,934,745} 32,466,689)............ 2,468,056 
"POR ELIE OTe en la aa noe aoc gh Ne PO A RL ore gC STN 1,202, 106 1,253,491 51,385 
Reena tee eae oe NIM ae eu es ae tet 2,474,324| 2,509,714 35, 390 
IOGear, is oe ee ah es a eA 87 O20. 3831) 85 O08) Foie vac fie hak 3,656, 604 


The increased expenses on wage aceount, amounting to $225,152, was brought 
about by increases in rates of pay and changes in working agreements and 
conditions, amounting to $2,040,284, and a decrease of $1,815,132, due to less 
employment. The harmonious relations, which for a number of years have 
existed between the Company and the employees, continued throughout 1929. 
A number of wage adjustments were effected with certain classes of employees. 
In all cases the settlements were in line with those of the Canadian Pacific 
Railway, the wage question being discussed in a national sense and in some 
eases by joint negotiations with both railways. The decrease in expense on 
Material and Miscellaneous account, amounting to $3,656,604, is made up as 
follows: : 


Dectencomenecto . rice nantes s0. Poe se eon as bal eoa Dee vice a See $ 530,080 
Wecreasessauestor tess Materia Used ceases See toe oa re Bae 3, 126, 524 
$3, 656, 604 


An analysis by classes of materials follows: 


Changes in Price Changes in Quantity 
Increase Decrease Inerease Decrease 
$ $ $ $ 
GLEE BS eye ce SNe RR Se | Se PN ad ac gee Mate Vee san te ae Do euitet ay anal cles: une 261,597 
ERE Lat ea eee ae etre tae tire aah, Momieig. cere s es eee elo Oe i GS BUS ainsi. Mmeins so 1,074, 700 
LEE Be SEB SE belo = i ALU ar ef neyo Sedan SARE NG etl cr al Pa Se rarer mY LBA SGS Oras Des 1,623,951 


Miscellaneous Materials 2. ek eee See Soo OA ewe sent it ees Spe 166, 276 
ER is aes eS So) ora mt pet oF ieee cme neat DOO 2080 ere eres 3, 126, 524 
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The first main group of operating expense is Maintenance of Way and 
Structures. The expenses under this heading for the year 1929, as compared 
with the previous year were as follows: 


Ie 20 enema ee Ares onl wii eT ASL $48,010,559 
DLO ie eS Sea seats a eels ee ee ea ae ALG GS) 
Decrease. ss onan ie Viol cote n oh ab ag Lee ee 


Although heavy maintenance expense had been incurred before the commence- 
ment of the general decline in revenue, curtailment of expenditures during the 
latter months of the year resulted in a decrease on this account of $1,142,342, or 
2°4 per cent. A critical study of the effect of variations in wages, changes in 
the price of materials, variations in traffic, increase in size of the property, and 
weather conditions shows that the expenses are closely comparable with those 
of 1928. 625-2 miles of new 100-lb. rail and 180-12 miles of new 85-Ib. rail 
were laid during the year and 469-96 miles of line were relaid with 80-lb. and 85- 
lb. released rail. The beneficial effects of using creosoted ties is now com- 
mencing to be felt in reduced tie renewals per year. ee 

Mr. Hanson: You speak here of the effect of variation in wages. What 
variations in wages have there been in the year. ae 

Mr. FarrweaTHer: That you will see here on the next page, right at the 
top of the next page. & . 

Sir Henry THorRNTON: Page 5. 

Mr. Guary: We are asking the questions before reaching the explanatory 
paragraph. ’ 

Sir Henry THornton: If you don’t mind my saying that the next: para- 
graph answers your question. Next year I think Colonel it would be a good 
thing to distribute these perhaps three or four days in advance so members 
would have an opportunity of looking it over, and I hope incidentally I shall 
bave the pleasure of greeting you all next year just the same as to-day. 

Mr. Cantury: We will all be here. ore): 

Mr. Hanson: We are all coming here. That is, we are speaking for 
ourselves. 

Mr. FarrwEaTHER: (Reading) 

The decrease of $1,142,342 is made up of: 


TInerease or Decrease in 


Average Rate of Com- | Decrease Net 
— pensation or Price in rey oy as 
ee Quantity | ke rr 
Increase Decrease Increase Decrease 
$ $ $ $ $ 
Labounar tte aac eae need plea eee BT ooate ae are 400, 119 171, 603 : 
Material aay sont ones 1 EOE al iy hs ee ane atte 125,178 1 1882767 accrue cues 1,313,945 
Bl yn 2) Bayer he Gees MU ey ys aN AAG  D44) i ae sr ae L588; 886|.-20 4 fee 1,142, 342 


AS se SL SG NE EER FSO AROMAT ST ROB TUT apo aN Be A eee: : $y She te ee 


An analysis by class of materials follows: 


Price Changes Quantity Net 
Decrease Increase Decrease Increase Decrease Increase 
$ $. $ $ $ $ 
STN Ae Aran aM eR ore LAS SoGlien ee eean 261559 7st tees 390, 183 
TARE celina heed eta Ney ae bi st tal enema lw hee LO FE 200 OS Pein eet 1,084,018 
Other mre terials iy. ic ie miter Ne yee T2726 bea Sota cies, IAB 5300 aaa ; 160, 256 
L254 (Si pee ete : TELS 87 OTe saya eee 1,318,945 
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The principal increases and decreases are as follows:— 


Principal Increases: Superintendence............-.....+--- OLAS shal NAR pa ate ree $138, 684 
oadway Maintenance........... “hd ieee Da ey ONG eR Se ae 196, 701 

Station And Cit Ges uiinesin al coh irae Maal ele she ye oe 185, 526 

= Telegraph and Phone Lines..................-.. 7, he a © 365,517 

2 Removing Snow, LEG ABC Sande Pei al kb ti Niels pales et 155, 138 

PTGS CGOs OT SONG. Sete mein Melber mua le area waaay nylon! es 103, 690 

Principal Decreases: Bridges, Trestles and Culverts............--..5-550-20005 419, 662 
: TOSS Crh: ohne A Data ct Mr A Seog coe NAR Ae a A ct BU a 390, 183 

HE erg icy eal ats RP Ua SP DAY AA Dee on GRRE as Lamy coh « WBete artes 1,084,018 
OpherslpacksMaterial we cae sk eats co bah acs Siete pes 321, 166 

Trackiayiie mnt SUL ACME to grs ew eS ares adele wit ee 437,963 


Mr. Hanson: That is just the point of my question. 

Sir Henry THorntToN: Wages increased. 

Mr. Hanson: Was the rate of wages increased in all the ranks? 

Sir Henry THORNTON: Section men. 

Mr. Hanson: Good; the low man got a little increase. He is always the 
first to suffer in any decrease. What are you paying now? 

Mr. FarrweaTHeR: I will give you the detail. 

Sir Henry THornton: It was to the section men generally. 

Mr. Hanson: But what are the rates now paid to the section men? 

Mr. Huncerrorp: Forty-four cents an hour. 

Mr. Hanson: And what was it previously? 

Mr. Cooper: Forty-two cents. 

Mr. Hanson: And the foreman? 

Mr. Coorrr: I have only got it for the regular forces as a whole. 


Mr. Huncerrorp: The foremen have varying rates, according to the 
importance of the division, but in general it runs up to about 55 to 60 cents an 
hour. 

Mr. Hanson: It is not based on length of service, it is based on the 
importance of the division? 

Mr. Huncerrorp: The importance of the division. 

Mr. Hanson: I want to refer now to the question of ties. I see you have 
had a very substantial decrease in the cost of your ties. My observation, Sir 
Henry, is that you are paying very low prices for your ties. 

Sir Henry THoRNTON: Well, that is a matter of opinion, but I hope we are. 

Mr. Cantuey: ‘The supplying of ties is the refuge of the destitute. 

Sir Henry THornton: That statement will apply to the whole of the 
railroad. 

Mr. Hanson: Oh, no, I would not say that. It might with regard to coal. 

Sir Henry Tx10orNTON: Yes, you are quite right about coal. 

Mr. Hanson: On the question of ties, I understand the railway fixes the 
price. 

Sir Henry Tuornton: There has been a reduction both in price and the 
number of ties used. | 

Mr. Hanson: The reduction in the number has resulted from the new 
process of creosoting the tie. 

Sir Henry Tuornton: Partly that, and partly closer examination. No 
tie should be taken out of the track until it has got to go. 


Mr. Hanson: I agree with you there, but is it not a fact that the railways 
are now fixing the price that they pay the jobbers for ties? 
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Sir Henry THornton: I think Mr. Vaughan, Vice President in charge of 
purchases, can tell you all about that. oes : 

Mr. VauGHaN: That is quite right. We advertise for tenders, and the 
prices we receive are very frequently ridiculous, so we sit down and fix the price 
for ties and pay everybody in the vicinity the same price. 

Mr. Hanson: And what do you base your figure on? 

Mr, VauGHAN: What we consider is the cost of production, and the tie 
men tell us that they are quite satisfied with the price for ties. 
Mr. Hanson: Do you ever get down to the men who make them? 
Mr. VaucHaAN: Yes, we talk to them all. 


Mr. Hanson: Do you not deal with the middle men? I have a friend who 
supplies a great many ties in my community, | 
Mr. VauGHuan: We buy all the ties, as a rule, they will give to us, but a 
good many settlers will not sell to us directly because they say we do not pay 
them promptly enough. 

Mr. Hanson: It usually takes about a year to pay for the ties. 

Mr, VauGHAN: It takes a fairly long time. 

Mr. Hanson: That is, the inspector may be a long time in coming around, 
and they do not get paid for them until they are loaded and delivered. 

Mr. VaucHaN: As a rule, they do not have to wait very long. Referring 
to the price, all I can say is this, that we usually have people offer to supply 
us about ten times more ties than we require at the price we offer. 


Mr. Hanson: That is what Colonel Cantley is referring to as the “refuge 
of the destitute.” 

Sir Henry TuHornton: Of course, we want to help the settler, and people 
of that sort, as much as we can. On the other hand, we must have some regard 
to the expenses of the company. Incidentally, last year we bought * 11,600,000 
ties, that is, manufactured ties, and about 2,400,000 from settlers and farmers. 

Mr. Hanson: Hand made? 

Sir Hpnry THornton: Yes. 


Mr. Cantiey: Your tie business is being well handled by your friend over 
here, but the producer. is being squeezed to the limit. I can compliment you 
on the energy of your officers. They do that with a great deal of honesty. 


Mr. Hanson: There is a feeling in the country that the price paid to the 
primary producer is very low. I should like you to carry that thought away 
with you. i ° 

Sir Henry THornton: We do not want to Squeeze any person, if we can 
help it, but a little money on each tie means quite a lot at the end of the year. 
It makes my problem of explaining the expenses all the more difficult. The 
thing is a sort of a circle. 

Mr. Hanson: Yes, I suppose it is. I suppose it is too early to ask the 
question as to what the increased life of the tie is. ; = 

Sir Hpnry THORNTON: We can tell you that in a general way. Of course, 
individual ties or groups of ties, may vary, but broadly speaking a good tie 
out of doors will last, say, ten years, and if you creosote it you will substantially 
double the life, providing it does not wear out mechanically. On the other 
hand, where you have very heavy rail and heavy traffic, and especially in our 
climate where there is a good deal of heaving of the track because of frost and 
cold weather there has to be a certain amount of adzing done that is not 
required in the southern sections of the continent; in some instances the tie will 
wear out mechanically before it will wear out physically, but, roughly speaking, 
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one would say that the application of preservative methods pretty nearly 
doubles the life of the tie. 

Mr. Hanson: Does the company own these plants? 

Sir Henry Tuornton: No. ; 2 

Mr. Hanson: Why not? 

Sir Henry THornton: We think it is cheaper and better to buy from 
the creosoting companies. I find that the more the railway gets out of the 
railway business, the more trouble it gets into, and we find it better to buy as 
many of our cars and locomotives, and things of that sort, from outside manu- 
facturers. It helps to encourage trade, and the creosoting companies can some- 
times buy their raw materials cheaper than we can, and do the job cheaper and 
better; and then we also do not get into labour complications. 

Mr. Hanson: As a matter of policy, you decide not to? 

Sir Henry THORNTON: Yes. 

Mr. Hanson: I am not going to question that. 

Sir Henry TuHornton: Some railway companies do their own creosoting, 
but I think generally in the railway world, certainly on the North American 
continent, it is coming to be recognized that the more a railway sticks to its own 
field—that of transportation—and the less it invades other fields, the better off 
everyone is. _ 

Mr. Cantiey: I agree with that. 

Mr. Geary: Does that apply to hotels? 

Gir Henry THorNTON: I would be delighted if some hotel company would 
take over our hotels and run them as well as we do and as much in our interests. 
We are not building hotels because we like to go into the hotel business, but we 
have just go to do it. 

Mr. Hanson: I am glad to hear you say that because they are looking 
for one down in our country. With regard to the creosoting proposition, I sup- 
pose you have to pay the standard union wage? 

Sir Henry THORNTON: We certainly would; no question about that. 

Mr. Cantey: Does the railway not operate the creosoting plants at New- 
castle and Truro? 

Sir Henry THorntTon: That is the Canada Creosoting Company. 

Mr. FAIRWEATHER: 

MAINTENANCE OF EQUIPMENT 
The comparative expenditures on Maintenance of Equipment, 1928 and 


1929, are as follows:— 


1928 Sapa ee 2 SOD ips, any Tyee’ Bo ee ty SAP Spe Re are eR IE Re Wn De oe na ae $ 47,918, 236 
Diy ei, SE el an IR a aR et lg Os ei nee | Se a SS OED RR Gora hae a 48 ,460, 841 


TNETOARE ee ls ae Bc eee ee AE he eae + Cte $. 542,605 : 
The increase in expense may be analysed as between labour and materials 
as follows:— al 
Analysis of Increased Expense 


Analysis of Increased Expense 


Increase 
— in Decrease Net Net 
‘ Compensa- in Increase Decrease 
tion Quantity 
or Price 
Dg eee sleet eR COE esl Te OGL Gi antec Me eae Ie ee a 
i $ $ $ $ 
Meee TIORIT Sh eee Oa eo ac oe se oi le Saeed ge aes ON 943, 593 242,035 701,558 
TULL ATIG ii retary 13, cori ov newton iin oes Ss PS a Sees 108, 299 COG aol ok aca sser 158 , 954 


1,051,892 509, 288 542, 604 


Se a SSS cc Rea ca ei eS ue cam ca 
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_Mr. Geary: Would that increase apply to all roads? 
Sir Henry THornton: Yes, it is pretty general. 
Mr. Geary: I mean, each road pays the same, generally? 
Sir Henry THorNTON: Yes. : 
Mr. FarrweatHer: The situation in respect to condition of equipment at 
the end of the year as compared with the end of the previous year is:— 


Serviceable Serviceable 


in 1928 in 1929 
Hreweht care: sei wane be esheets 94-2 93-0 
Locomotives .. .. es: GaSe 80:5 80:1 


These figures compare favourably with those of Class I roads in the United 
States, and indicate the company’s equipment is being adequately maintained. 

Mr. Geary: How many of those big locomotives have you? 

Sir Henry THornton: You mean the 6000 type? 

Mr. Huncerrorp: About seventy-five. | 

Mr. Geary: Are they operating pretty generally over the system? 

Mr. FarrweatHer: Seventy-two. 


Mr. Geary: Where do you operate those; on short lines or on transcon- 
tinental? | | 

Sir Henry THornton: They are in pretty general use, east of the head of 
the lakes, mostly between Halifax and Chicago. 


Mr. Guary: They are not overpowered? They are not too big an engine 
for your use? | 

Sir Henry THornton: Not at all. In fact, you can easily say that no 
locomotive was really overpowered. It depends on the length of your passing 
sidings, and all that sort of thing. The maximum economy in railway practice 
comes when you have the maximum number of cars loaded behind the engine. 
In other words, it is what is called the average trainload that determines largely 
the economies of transportation, The more tons you can handle and haul with 
one engine, the more money you make. 

Mr. Geary: You have to provide locomotion for that peak, have you? 

Sir Henry THornton: Which peak? 

Mr. Grary: The peak of a full'loaded train, what you desire. : 

Sir Henry TuHornton: We are constantly increasing the capacity of our 
locomotives, that is, the general capacity—the general average capacity increases 
due to the introduction of heavier power. So the economy increases likewise, 
and every year we are increasing the average capacity of our power. 

Mr. Cantey: On long-distance through traffic. . 

Sir Henry TuHornton: Yes. That is true of every railroad, I suppose. 

Mr. Hanson: It has been suggested to me, whether rightly or wrongly, 
in reference, we will say, to those heavy locomotives, that is, the 6000 and 6100 
class, that you charge to the Atlantic region, in accounting, a very substantial 
daily rental, and that they are not in the common pool of operating expense, 
and, therefore, that that results detrimentally to the earnings of the Atlantic 
region. : | 
Sir Henry THornton: I am very glad that you asked that question. Have 
you the details of that, Mr. Cooper? | 

Mr. Cooper: The value of the equipment owned by the system is pooled. 
We figure 6 per cent interest on the investment, and we distribute that charge 
to the operations of the line according to the mileage made by the locomotive 
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power, so that each section of the railway gets tg proportion of power to the 
carrying charges and investment, according to the amount of use made. 


Sir Henry Tuornton: There is no difference in the treatment of that 
question with regard to the Atlantic region compared with that of any other 
region. 


Mr. Hanson: But a cheaper locomotive would be less of a charge on the 
division, would it not? 


Sir Henry THorNntTon: On the other hand, it would probably increase the 
operating expenses disproportionately. 


| Mr. Hanson: Take the 5500 class that you operate between here and 
Montreal. 


Sir Henry THornton: We think we can make for better economy in 
operating as we do now. In fact, I am quite sure of it. 


Mr. Cantuey: Your trainload is only about one-half what it is, for instance, 
on the Ocean Limited. I mean, from Ottawa to Montreal. 


Sir Henry THornton: The Ocean Limited is a very big train. 
Mr. Cantey: That is exactly what I say. 


-Sir HENRY THORNTON : It is one of the heaviest trains we have; it is rather 
too heavy. 


_ Mr. Hanson: Then the idea as presented to me is not quite correct. It 1s 
distributed over the entire system. 


Sir Henry Tuornton: I would go a step further and say that it is wholly 
inaccurate. f 

Mr. Farrweatuer: The principal increases and decreases by primary 
accounts under this heading are:— 


Principal Lncredsess MAO LACM Mer: hs es ee we elem eee Gael dune oy ee $ 331,541 
Sent qOCOlROtIVG. IROPAITS. fide wheter eo sk us hea years 703, 921 
Pessonven brain Ware ICpATs.a2 le) Wile sons ci tain 'e oie ow oles 219,030 
Passenger Train Cars Retirements....................... 168,551 
Principal Decreases: Steam Locomotive Retirements............-....5...+055 131,339 
Meroe nto CAO ATS KePAIre corel olLts eae aa ee kv eas Lo bis 724, 298 
Breightslrain Cars Retirements... 2... nce. ees hee oe 212,889 
Work Equipment Retirements. . Sharh ea Rok wees 198° Oat 


Traffic Expenses—The comparative ase ee in 1928 and 1929 for 
traffic expenses are as follows:— 


ee ee Rae eg 7,047, 168 
1920 eee Perrys | MMe RRA M MURINE ka esha co RAT a Oreiet d en 7,345, 710 
Increase< Rica EMOTE SOUR PI MEY SRG SS ae oS IS ah A a AS guy ein we fon SENET $ 298, 542 


An analysis of this increase as between labour, material and miscellaneous 
is as follows:— 


Increase 
Ds OL eee eI HE eA LD a, Mista ee hit aN ted Gh aN Ns BRC ava $ 100, 966 
Material........ Fo i A hee 1 OE PE UR ye Ga ILS ne SEE 197,576 
$ 298 , 542 
The principal increase by primary accounts are:— 
CER CLIO elt VN et A LN ee sn de (bra atat at ci cueteh antec PRC Inia a Giga one i's Mittal mae Suess $ 90,485 
pecaye igi SS aR aU AWA eee a SE e patra TO Mea Ae nal es Oe One My eee Srl aa 102,440 


The increased traffic of outside agencies is due to the continued strengthen- 
ing of traffic’ solicitation. The increased radio expense is due to more and 
better broadcasting. There were 2,922 broadcasts in 1929 against 2,623 in 
1928, and the standard of broadcasting was appreciably improved. The average 
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cost per broadcast was $77.43, as compared with $47.45 in 1928. The extension 
of chain broadeasting has been made possible by improvements on Canadian — 
National Telegraph Lines. The Canadian National now has a coast-to-coast 
broadcast chain with owned stations at Moncton, Ottawa, and Vancouver and 
rental arrangements at Quebec, Montreal, Toronto, London, Winnipeg, eeu 
Saskatoon, Edmonton, Red Deer and Calgary. 

Mr. Hanson: Technically, what are traffic expenses? 

Sir Henry THornton: The expenses involved in the solicitation of traffic, 
and generally those expenses related to what you would understand the Traffic ~ 
Department. The department that has to do soliciting, fixing rates, publication 
of tariffs, and things of that character. 

Mr. Hanson: It is not overhead, but it is operation, It looks very large 
to me. 

Sir Henry THornton: It is both overhead and not. 


Mr. Hanson: It is a big cost, is it not? 


Sir Henry Tuornton: Well, relatively speaking, it is the percentage of 
traffic expense to gross earnings which is the only figure we can use. It is 
not at all out of line with that on the Canadian Pacific Railway. 

Mr. Hanson: It is a growing item. 

Sir Henry THornton: It is a growing item, it will always be a growing 
item, | 
Mr. Geary: How much of that is advertising? 

a Henry THornton: Advertising is separate. Just give ue amount. 

r. Geary: If J] remember rightly, it is in traffic. 


de Cuapuin: Could you furnish a list of the items that make this large 
amount? 


Sir Henry THornton: You will find it all in detail on page 20 of the 
annual report. ; : 

Mr. Cuapirn: If they are on page 20, then we will pass it up. 

Sir Henry THornton: Somebody asked a question about advertising. 

Mr. Geary: I have got it; it is in account number 358. 

Mr. Hanson: There is an item, $1,216,493.94 on page 20. 


Sir Henry THornton: The proportion of traffic expenses to gross earn” 
ings on the Canadian National railways is materially less than it is on the 
Canadian Pacific, and the percentage is about the same for most fae on 
the North American continent, 


Mr. Hanson: [see one item, $1,216,000 for advertising; that seems growing. ° 

Sir Henry Tuornton: That is so, and it will grow each year. 

Mr. Hanson: I suppose the policy in that is that you like to keep the 
newspapers sweet. 

Sir Henry THornton: No, we have other ways of keeping the news- 
papers sweet. That is, by telling them the truth and treating them as they 
should be treated. Incidentally, I do not believe there 1s any press in any 
country that I have had any experience with that is as thoroughly above 
suspicion as the press of Canada, taking them right through from the Atlantic 
to the Pacific. 

Mr. Hanson: That has not been my experience, 

Sir Henry THornton: You must have been dealing with a curious it 

Mr. Hanson: Oh, I was; the worst in the world. 
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Sir Henry THornton: If I might just say a word in connection with this 
whole traffic situation: we maintain offices pretty much all over the North 
American continent, wherever we think it is advantageous to open offices in 
the acquisition of traffic. We try not to open offices unless the expense is 
justified by the traffic we are going to get. Some times we miss it, but in the 
main, considering the general situation, I do not think we have opened too many 
offices, Now, as far as advertising is concerned, I do not think we spend 
really enough money on advertising, because we are not only advertising the 
railway, but we are advertising Canada, and we look at our outside agencies 
and our advertising as not only something that is promoting the welfare of the 
railway, but is directly promoting the welfare of the country. 


Mr. Hanson: I suppose the best answer is, the other fellow is doing it too. 


Sir Hpyry Tuornton: And toa greater extent. As I said a moment ago, 
the Canadian Pacific railway is spending materially a larger amount of money 
relatively on traffic, than we do, 


Mr, Cantiey: Do you refer to domestic advertising of Canada, or abroad, 
in Europe? 


Sir Henry THorn7Ton: I refer.to both, 
Mr. Cantiey: Which is the larger amount spent? 


Sir Henry THornton: Oh, we would spend more in Canada. JI remember 
that figure now. For instance, we have opened and improved our office posi- 
tion in various cities on the North American continent, at considerable expense, 
which I think is a good thing to do, because a second-class office indicates a 
second-class railroad, and there is no good in having an office in a city unless it 
is a good one. If it is not a good one, do not have any. 


Mr. Hanson: That is sound to me. 
Mr. Grary:. A certain amount of window dressing is necessary. 


Sir Henry THornton: You have got to do it. Take New York; more 
people go up and down Fifth avenue than probably any street in the world. 
You would ‘be surprised how many people go and ask questions about Canada, 
not as a matter of travel, but ask questions about the country. The same thing 
is true of Chicago, Detroit, Buffalo and all those cities. 


Mr. Hanson: Of course, in a time of declining revenue— 


Sir Henry Tuornton: That is just the time when you should spend money. 
That is the time to go after them. “In other words. when the fish don’t bite 
put up your best bait. 


Mr. Cantiey: Yes, I guess you scored that time, Sir Henry. 


The CuHatrMan: Will somebody move that we have the evidence printed 
and that we get permission to sit in the afternoon? » 

Moved by Mr. Hanson, seconded by Mr. McLean, (Melfort), that 500 
copies in English and 250 copies in French of the evidence be printed and that 
permission be obtained for the committee to sit while the House is in session. 

Motion agreed to. 


Sir Henry THornton: May I say a word before the adjournment. For 
reasons beyond the control of anybody, the estimates have been delayed and 
we have some important contracts to be let, and important things to be done, 
I would ask that the committee approve the passing of half of the railway 
estimates in order that we can get on with the things that we have to do. I 
think that has been the custom. / 


26 : SELECT STANDING COMMITTEE 


Mr. Hanson: I think that would be a matter that Mr. Crerar should take 
up with Mr. Bennett. It is a matter of major importance. 


The CuamrMAN: There were two bills submitted to this committee by 
the unanimous consent of the House. I thought that it would be advisable 
before proceeding with the examination of the report in toto, that we should 
deal with those two bills which are urgent, and so far as the railways are con- 
cerned, also the supplementary estimates, before going into the details of that 
report. 


The committee adjourned until 11 a.m., Wednesday, May 14. 
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MINUTES OF PROCEEDINGS 


Room 231, Housr or CoMMons, 
WEDNESDAY, May 14, 1930. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at i a.m. Sir Eugéne Fiset, the Chair- 
man, presided. 


Members present: Messrs. Bell (St. Antoine), Cantley, Crerar, Fansher 
_ (Lambton East), Fiset, (Sir Eugene), Geary, Gray, Hanson, Jenkins, McLean 
(Melfort), Milne, Stevens. 


In attendance: Sir Henry Thornton and other officials of the Canadian 
National Railways Company. Mr. Smart, Deputy Minister of Railways and 
Canals. Mr. Anderson, Department of Railways and Canals. 

The Committee resumed consideration at page 7 of the statement “ Cana- 


dian National Railways—Analysis of 1929 Operations as compared with 1928. iy 
Consideration of this statement was completed. 


“Estimates, 1980-31—Railways, Canadian National Steamships and 


: Maritime Freight Rates Act—Items Nos. 3238, 324, 325, 326 and 327.” Item 


No. 323 was considered. In this connection, a statement “ Canadian National 
Railways Estimated Financial Requirements, 1930,” was distributed to the 
members of the committee present. 


The Committee adjourned at 1 p.m. until 4 p.m. 


The Committee reassembled at 4 p.m. 


Consideration was resumed of Item No. 323 of the Estimates, 1930-31. All 
of the items viz.: Nos. 323 to 327, both inclusive, were agreed to. 
Ordered, To report to the House recommending that these items be 
~ adopted. . 
“Further Supplementary Estimates, 1929-30—Railways and Maritime 
Freight Rates. Act—Items 321 and 322.” These items were considered and 
agreed to. } 

Ordered, To report to the House recommending that these items be 
adopted. 

Bill No. 130, An Act respecting the Canadian National Railways, and 


to provide for the refunding of certain maturing financial obligations, was 
considered; and agreed to without amendment. 


Ordered, To report the Bill without amendment. 


Bill No. 131, An Act respecting the Canadian National Railways, and to 
provide for certain financing in connection with certain lines of railway located 
principally in the State of Vermont, was considered, and agreed to without 
amendment. 


Ordered. To report the Bill without amendment. 


~ © Annual Report ‘of the Canadian National Railway System.” Considera- 
tion was commenced at page 17. All the items on page 17 were dealt with. 


The Committee adjourned at 6 p.m. until to-morrow, 15th May, at 11 a.m. 


JOHN T. DUN, 


y Clerk of the Committee. 
7622—1} . 


MINUTES OF EVIDENCE 


Room 231, 
House or COMMONS, 
Wepnespay, May 14, 1930. 


The Select Standing Committee on Railways and Shipping met at 11 
o’clock a.m., the Chairman, Sir Eugene Fiset, in the chair. 

The Cuarrman: Page 7, Transportation expenses. 

Sir Henry Tuornton: Mr. Chairman, just before you take up that item, 
I would like to make one very simple remark with respect to traffic expenses 
which grew out of a question which Mr. Hanson asked as to the amount spent 
on transportation expenses. I made the statement at the time that that was 
rather below the general average on the North American continent. As a 
matter of fact, last year the Canadian Pacific spent $10,000,000 on traffic 
expenses. I merely mention that in order that you will understand the relation- 
ship between our traffic expenses and the amount generally spent on the 
average railroad. 

Mr. Guary: How do the gross traffics compare? 

Sir Henry Tuornton: Our gross earnings were practically $260,000,- 
000 last year. 

Mr. Geary: And the Canadian Pacific. 

Sir Henry THorNTON: $210,000,000. 

Mr. Geary: Is that land and sea. 

Sir Henry Tuornton: Just the railways. They are not on a comparable 
basis because we are not including steamship service in ours, but you can see 
‘t is more or less the same. What happened with respect to all the primary 
accounts long experience indicates that on the statement a certain percentage 
of the gross revenue is absorbed by maintenance of way, by equipment and by 
transportation, and if you see any material departure from that percentage it 
excites curiosity. 

Will you proceed, Mr. Fairweather? 


Mr. FAIRWEATHER: 
TRANSPORTATION EXPENSES 


The comparative expenses of conducting transportation in 1928 and 1929 
are as follows: 


ELI eRe Cems PREM MONI rac Hain st ra Nich essa nite alla tae wis. erdome sic tae Nef eha"s, ware $107, 963, 695 
LOBOS ber has coe ANNES ERVNEENE Nap en) CRE ORIN DOL: aa Oar AL AA WN ROPES acer eee a Rec 104, 820, 766 
MOEOTGA SE Ls HO eee hp EOS eee mee Sea gah Se Reon eee he prc $ 3,142,929 


These figures represent the transportation expense applicable to the move- 
ment of all traffic including the cost of moving materials for construction work 
on capital account. 

For the first eight months of the year Transportation Expense amounted 
to only 40-26 per cent of the operating expense, the lowest ratio for any cor- 
responding period since consolidation. The subsequent decrease in grain and 
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other traffic made it impossible to maintain this ratio throughout the year, 
but the aggregate transportation expenses show a reduction of 2-9 per cent. - 
The analysis of this decrease as between labour and material is as follows: 


EE Per aR I RANE AG DT SR TREACY ens aS ee aS 


Price Changes Decrease Net 
Ste a in Decrease 
Increase Decrease | Quantity 
$ $ ni FORE -— § 
abour, Sa ee ea eae he eee one eee ee BOT SOA A AS: 1, 258, 730 830, 836 
Material 2 eves lh gw el ca een ee ae ae 536,390 | 1,775,703 2,312,093 


ee ee 108,496 | 3,034,433 | 3,142, 929 
The improvement in equipment continues to find expression in increased 
economy in the use of materials. Coal consumption per thousand gross ton 
miles now stands at 125 Ibs. equal to the performance of Class I railways 
in the United States. The substantial nature of the improvement may be 
seen by comparing the coal consumption this year with the figure in 1923 
which was 146 lbs. At present day prices of coal this represents an operating 
economy of $3,000,000 per year. sign 


Mr. Hanson: In respect to the transportation expenses, labour, I notice 
that there was an increase of $427,000 in the price for labour but a decrease 
in the quantity of $1,258,730. That represents unemployment to that extent, 
does it, Sir Henry? : 

Sir Henry THornton: The increase in price would of course, be: an 
increase in wages. The decrease in quantity would mean that the men were 
employed fewer hours, that is to say, the conductors, engine men, firemen, 
brakemen and others, would be making less runs and earning less money than 
they did under other conditions. 

Mr. Hanson: So that labour got on the whole $730,000 less than in the 
preceding year? 

Sir Henry THornton: Yes. 

Mr. FarRwEaTHER: 


- The principle items of increase and decrease in primary accounts are as 
follows: ae 


Principal Increases: Superintendence, s/s. tan, es ee $165, 806 
Yardmastere and-Yard Clerks... 25.2200 ee 119,279 
Telegraph and Telephone Operation..................... 350,591 
Hixpregs Service jon Tee oc = eens a eee eg 296,717 
Injuries to: Rersona 2). 322, 20) es ee 149, 434 
Principal Decreases: Station Himployees)...'. ssa fs ke ee es ee 105, 347 
Fuél for Locomotives: 0 statis pee ate 2,348,581 
Lrein Enginemen. (v3 ta eee, aoe Pie aka a 803, 941 
J rainmen:. 5.550 Sera os ty raethcr ls Ce ae ee ee ee 776, 932 
Clearitie, Wrecks ss 00) atin cae koe a ages eas 136, 329 


_ Hon. Mr. Srevens: With the decrease in traffic why should there be an 
increase in telegraph and telephone operation? ; 

Sir Henry THORNTON: We took over the Western Union telegraph lines in 
the Maritimes, and there was some increase in wages. ‘There was an increase — 
in business, but the principal cause for the increase was greater wire mileage. 
cc Nine Ross: The increase of $350,000 was due to taking over the maritime 
lines, and an increase in business. There was an increase in business of $693,000, 
and naturally we had to have an increase in our expenditures. = 

_Sir Henry THornton: And also an increase in taking over the Western 
Union lines in the maritimes. * 
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Mr. Ross: Yes. 

Mr. Hanson: I see an increase of $165,000 in superintendence. Does that 
mean an ordinary increase in salaries? 

Sir Henry THorRNTON: Yes. 

Mr. Hanson: You have a scale, I suppose. 

Sir Henry THORNTON: Well, there is no regular program. From time to 
time superintendents and others in the service of the company receive their 
reward which service in years entitles them to, and this is what that is. 

Mr. Hanson: Have you not got that standardized in schedules? 

Sir Hunry THornton: Pretty well standardized. 

Mr. Hanson: With regard to the decrease, I notice a very noticeable 
decrease in fuel for locomotives. That, I presume, is largely due to decreased 
consumption. 

Sir Henry THornton: Partly decreased consumption and partly a matter 
of price. Mr. Vaughan, perhaps you could explain that more in detail. 

Mr. Vavauan: We have been getting a better quality of coal right along, 


insisting upon a closer inspection, and there have been quite substantial decreases 


in price, particularly in United States mines. 

Sir Henry THornton: You would say that the decrease is partly due to 
lower prices and partly due to increased efficiency. 

Mr. Ross: Yes. And then, too, of course, our locomotives are all equipped 


with the most modern appliances for fuel saving. 


Mr. Hanson: Approximately, Mr. Vaughan, what is due to lower prices? 
Mr. Cooper: $700,000 was due to decrease in prices. 
Oe Hanson: And of that amount how much is in the United States end 

of it! 

Mr. VaueHan: Practically all the decrease in price is in the United States 
end, or very nearly all. 

Mr. Hanson: Was there any decrease in the maritime price? 

Mr. VaucHAN: No. 

Mr. Hanson: Iam glad to hear it. 

Mr. VaucHan: I might qualify that and say there was a little decrease 


in the coal we got at Levis and Montreal, delivered by boat. 


Mr. McLean (Melfort): That decrease in the cost of wrecks, is that the 
percentage of traffic, or is it due to more efficiency ? 

Gir Henry THorNTon: Mostly luck. You may have the best equipped 
railroad with the greatest safety appliances, and you may have the worst wrecks. 

Mr. Hanson: Those are unavoidable? 

Mr. Canriny: Last year you were good enough to give us some information 
in regard to the progress you were making in regard to diesel cars. 

Sir Henry THORNTON: We have a large mass of detail with respect to 
those, Colonel. I would say this, which perhaps will measureably answer your 
question: the employment of the diesel electric locomotive continues to be satis- 
factory. * | 

Mr. Cantiey: How many have you got? 

Gir Henry THornton: We are going on with the construction of that type 
of car, and we have at present eight four-cylinder diesel electrics, five SIX- 
cylinders, and two eight-cylinders. They continue to show very satisfactory 
operating results and, as I explained to you last year, I think, they represent, as 
far as our investigation proves, the best type of power for branch line service 


with insufficient traffic to justify steam service. Furthermore, the diesel electric 
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undoubtedly will have an important field in switching operations, because when 
switching an engine stands still and with the diesel electric there is no con- 
sumption of fuel; and in switching operations the shifter is not working a fairly 
large proportion of his time. We are building one or two this year for switching 


purposes, and I should think that they would probably have a very useful field 


in that character of work. 

Mr. Cantiry: My remarks last year were along the line of switching. I 
thought there was a very large field there. | 

Sir Henry Tuornton: Yes, there is, and that is being pursued. 

Mr. Cantiny: Might I ask you where you are doing your experimental 
work in the ‘building of these cars and the development of them? 

Sir Henry THornton: The engines, I believe, are now being built by the 
Canadian Westinghouse Company. 

Mr. Cantury: I understood you to say that you were constructing these 
diesel electric units in your own shops. ; 

Sir Henry THorntTon:. No, I am afraid you misunderstood me, because up 
until recently the engines were built by Beardmore’s in Scotland, but rather 
recently the Canadian Westinghouse Company got the rights from the Beardmore 
works to build those engines in Canada, so that they are now being built here. 

Mr. Cantigy: That is, the whole engine complete. 

Sir Henry TuHornton: Yes, and they are being assembled and put on 
the chassis at, I think, the Kingston Locomotive Works. 

Mr. HuNeerrorp: The cars themselves are being assembled at Hamilton. 


Mr. Cantiny: Have you not carried out some experimental work your- 


selves? 

Sir Henry THorNToN: We have completed our experimental work; the 
experiment is over. We are satisfied with the usefulness of the device for the 
peculiar purpose to which it is adapted, that is, for branch line use and for 
Switching purposes, 

Mr. Cantiey: Would you care to indicate the amount that was expended 
in experimental work before you reached a decision? 

Sir Henry TuHornton: I do not know whether we can get at that or not. 

Mr. Cantuey: I think the matter is very important, and I also think you 
are proceeding along the right lines, 

Sir Henry THornton: Have you any idea, Mr. Hungerford, how much we 
spent? | 
Mr. Huneerrorp: It would be very difficult to tell what was spent on 
experimental work. : 

Sir Henry THornron: I should gay it would not exceed half a million 
dollars. Now we find that the fuel economy in yard service will be about 
75 per cent at the present price of coal. 

Mr. Cantiey: I should think your locomotive shunting engines would all 
be displaced. 

Sir Henry THornton: Not all. . 

Mr. Cantiay: Well, very largely. 

Sir Henry THornton: There are certain drag freights, called yard loco- 
motives, that pull heavy drags from one yard to another. 

Mr. Canttry: I mean the ordinary shunting locomotives. 

Sir Henry THorntron: I agree with you. I think the diesel electric, in 
shifting services, has a very wide and useful field, particularly in cities where 
lt very materially reduces the smoke nuisance. 
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Mr. Cantury: I am not worrying about that. A certain amount of smoke 
is an advantage. 
Sir Henry THornton: Does that answer your question? 


Mr. Mitne: There was a report out last year in connection with the 
hauling of one of the big trains from Toronto to Montreal with a diesel engine. 


Sir Henry THornton: ‘That was an entire success; that is the big diesel 


-electric known as the 9000. That locomotive, or that device, briefly put, de- 


veloped as we expected it would a lot of crabs. You can take a relatively small 
thing which is successful and you multiply that by ten and build a very much 
bigger thing and you encounter trouble with that bigger thing which you did 
not find in the smaller thing. We fully expected that. Those troubles were 
chiefly due to lubrication. 

Mr. Cantiey: You made too big a jump at one time. 

Sir Henry THornton: No, I do not think we did at all. I am perfectly 
satisfied with it. Wait till you hear the story. Most of our difficulties were, 
in fact all of them, due to lubrication troubles. 

Mr. Cantury: All progress is made by trial and error, but you profit by 


that experience and go on to something larger. 


Sir Henry THornton: It is just a question whether you are going to 
raise your opponent a nickle at a time in a jack pot, or raise him two dollars 
at one jump. 

Mr. Cantuey: I have had no experience in jack pots. 

Sir Henry THornton: I will tell you it is ‘a very useful experience, Colonel. 
However, to go on with the story, we quite satisfactorily solved those lubrication 
troubles, ‘but no sooner were those troubles out of the way when we had trouble 
with the main casting. .That was due entirely to defective casting work in 
the shop, and had nothing whatever to do with the theory involved, “and there 
is a new casting being made now, and as soon as that is installed I have no 
doubt we will find the device quite satisfactory. 

Mr. Geary: Is there any part of the device made in this country? 

Sir Henry THornton: , The engine was made at Beardmore’s works in 
Glasgow, and I think the electrical work was supplied by the Canadian West- 
inghouse Company. Everything except the main engine was built in Canada. 

Mr. Brunt (St. Antoine): Has this experiment taken place with any other 
railroad, or is this confined to the Canadian National? 

Sir Henry THornton: There are a certain number of diesel electrics of 
large size, and the New York Central, I believe, have some. I do not know 
how many there are on other railroads in the United States. The Russians 
have built quite a number of them, chiefly under the direction of Professor 
Lomonozoff who was Professor of Steam Engineering at the University of 
Moscow or St. Petersburg, I forget which, and who is one of the great authori- 
ties on diesel electrics, and with whom we have been in correspondence. The 
Germans have two or three, and I think there is one in Sweden but I am not 
sure of that. None of them have been as successful as they should have been, 
I think, and we believe that we profited by the mistakes of the previous builders, 
and we believe that we have a large unit which is superior to any of’ the larger 
units yet’ adopted either in Germany or in Russia. 

Mr. Beut (St. Antoine): Just to go back to the item of the Western 
Union; you say that you took over the Western Union? 

Sir HENRY THORNTON: We bought the Western Union lines in the maritime 
provinces. 

Mr. Bett (St. Antoine): They are out of Canada? 

Sir HENRY THORNTON: Yes. 
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Mr. Brut (St. Antoine): It is all Canadian National Telegraphs. 


Sir Henry Tuornton: Yes. We did not buy the trans-Atlantic cable, 
you understand, merely the land lines. i 


Mr. FAIRWEATHER: : 


MISCELLANEOUS AND GENERAL EXPENSES 


Pd 


The comparison of expenses under miscellaneous operations for the year 
1928 and 1929 is as follows:— 


2 aa eR Ro Cae ei Mn Rc 
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Dining and Buffet Service shows an increase of $108,323, which was to be 
expected in view of the increased service rendered. - 

Accounts for Restaurants and Grain Elevators show decreases of $18,224 
and $58,747. 

Mr. Hanson: Speaking generally, what does this cover? 

Sir Henry THornton: It includes dining car and buffet service. 

Mr. Cooper: Details are given on page 22 of the Annual Report. 


Sir Henry THornton: That includes dining and buffet service, restaurants, a 
grain elevators, producing power sold, and other miscellaneous operations. Other © 
miscellaneous operations are small, about $40,000 a year. It is mostly dining 
and buffet service. | 


Mr. Geary: Where do the hotels come in? 
Sir Hnnry THornton: That is a separate account, No. 502. 
Mr. FarrweatHerR: 6502 is the fevenue; 534, expenses, and 535, taxes. 


Sir Henry Tuornton: In the Annual Report, items 502 and 504 are the 
revenues and expenses from the miscellaneous operations, that is in there. 0g 


Mr. FAIRWEATHER: 
GENERAL 
The expenses coming under the head of general expenses in 1928 and 1929 | 
compare as follows:— 
LODB Oe A Pe Sa Soin pep en ce ears paige 
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The only item to show a considerable increase is Pensions. This is due to=% 
an increase of 44 in the average number of pensioners, the figure for 1929 being _ 
1,952 as compared with 1,908 in 1928. 
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TRANSPORTATION FOR INVESTMENT CREDIT 


Transportation for Investment, Credit, which represents the cost of trans- 
portation service incurred in connection with moving materials for capital 
account and which is deducted from the operating expenses and is charged to 
capital, compared in the two years as follows:— 


Wee a ee i Pe. eek oe es &. 2s £000,264 
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The greater activity in the carrying on of new construction and additions 
and betterments in 1929 as compared with 1928 accounts for this increase. 


ANALYSIS OF OPERATION—EASTERN LINES 


OPERATING REVENUE 


In accordance with the revision of the Maritime Freight Rates Act, separate 
accounts for the lines east of Levis and Diamond Junction are prepared. ‘The 
gross revenues of the Eastern Lines for the year 1929 amounted to $30,618,007.22 
and the operating expenses to $33,815,382, resulting in an operating deficit of 
$3,197,375. There was an increase in the gross revenue over the preceding year 
of $2,658,660, and a decrease in the operating deficit of $326,629. The compara- 
tive monthly earnings and expenses and net revenue from railway operations are 
given in the following table:— 


Gross Operating Net Revenue from 
oa Revenue Expenses Railway Operation 
1928 1929 1928 1929 1928 1929 
$ $ $ $ $ $ 

PANUALY lk ier ek ese oe. Sk 1,945,017} 2,195,862} 2,395,673} 2,525,341;— 450,656)— 329,479 
WEDVOAT Vcr eae: 2,117,679} 2,222,862) 2,422,268} 2,624,743;— 304,589|— 401,881 
MATCH 2a. Seen es Ll 2,649, 857 2, 666, 562 2,604,901 2,624, 428)+ 44, 956)+ 42,134 
gS ood Dg ge RET er er tig ee 2,426, 651 2,660, 642 2,570,011 2,636,803)/—  148,360)+ 23, 839 
ED ela tr antl gin, sir ee 2,321, 529 2,586,512 2,852, 895 3,078,857,— 531,366/— 492,345 
Ap ats Se Als RS Ua aerate 2,139, 367 2,426, 633 pateg BAe oi be 3,356,598}— 961,745)— 929,965 
AN? 8 ae pet CHS pap case ete Sey Sea A Bear i ¢:) 2,725,951 2,881,870 3,326,656|—  664,095)— 600,705 
SEAURUBE ER a. ast. palin eeas oo x 2,262,401 2,747,002 2,772,870 2,943,627|— 510,469/— 196,625 
Meptem DeMario. ase cee ieee Wis pen 2,613, 688 2,594,917 2,652,499|— 419,360) — 38,811 
Wctobervc si <.4.., sek eee: 2,442,575 2, 634, 656 2,525,555 2,558, 817) — 82, 980)-+ 75,839 
INOVEIIDED fer 2 ke eee eves 2 212 OL0 2,424, 169 2,437,461 2,604,303)—  164,885|— 180,134 
WDOCCIMDCE iat tie eee He 2,988, 364 2,713,468 2,323,819 2,882,710i+  664,545)— 169,242 
SOGB Ls 7 thot wae ee a 27,959,348] 30,618,007} 31,483,352) 33,815,382)/— 3,524)004)/— 3,197,375 
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Freight revenue increased from $19,021,343 to $20,982,595, an increase of 
$1,961,252, or 10-31 per cent. Included in the freight revenues is the Govern- 
ment contribution for rate reduction, amounting to $2,438,074.82. The volume 
of freight traffic and the variations from preceding year are shown in the fol- 
lowing table:— 


+Increase+ Percentage 


Tons Percentage or of 
— Carried of — Decrease | +Increase 

Total over or 
1928 — Decrease 
Products of Agricul tire: 408 Wien oe ae eee 1,103,482 15-27 — 70,179 — 5-98 
Products of ‘Animalaves Giornale 87,202 bod + 11,641 +15-41 
Produets:of. M meg sss v5 ain awe dae he eee a 1, 718, 838: 23:79 +271, 344 +18-75 
Products of Forests 0 Sin ee Piel Oe en, Ok 2,274,497 31-48 — 94,376 — 3:98 
Products of Manufactures and Miscellaneous.......... 2,040, 656 28-25 +292, 752 +16-75 
7, 224,675 100-60 +411, 182 + 6-03 


Passenger revenue increased from $4,959,717 to $5,119,462, an amount of 
$159,744, or 3:22 per cent. ~ 


OPERATING EXPENSES 


The properties of the Eastern Lines of the Canadian National Railways 
experienced a considerable growth during the year 1929 by the acquisition of 
the Atlantic, Quebec and Western, and the Quebec and Oriental Railway. The 
operated road mileage was increased from 3,104-36 to 3,332-54 and miles of all 
track from 3,991-32 to 4,242-44. The operating expenses of the Eastern Lines 
by general accounts are as follows:— : | 


“ene rnene meres eee a eS eT aa a ee 


Railway Operating Expenses 1928 1929 
$ $ 
Maintenance of Way and Structures: ..)..03.72).000.00 SS 7,997,429 36 8,208, 334 99 - 
Maintenance ofsquipmiontes fo tek rae ks eet Oe beset eet 5,664,650 29 6,575,682 36 
BUC Nant Rae emu NUN LNT <n. WAIRIE SUNT SS URC nari wl IMS A | fac 809,040 96 897,769 10 
A TAnSpOrba tion: * el ll Use an Meese anit etn ome Ua aicre gar ea cesta ae 15,340,874 73 16,390,607 29 
Miscellancous Operationssc. youn ee hee ee oe ae 401,150 37 431,477 77 
Generar oe. Sea ih i Mee Ag cnn NAP aA 9 SEE ck ee 1,323; 105. 15 1,384,174 82 
Lransportation for Investments Gis. 2) On es, eon oe ee eee 52,899 34 . 72,664 03 


Total! cig Vinca Waa ear ie Ce Sac ysl tence, ae 31,483,351.52 | 33,815,382 30 

eek AAR Nae Le castle ekel SAM A ey ad 

These expenses may be subdivided between Labour and Materials and 
Miscellaneous as follows: 


SSS 


Labour 1928 1929 Increase 
$ $ $ 

Maintenance of Way and Structures.:.........¢..0..s. 00h. ook. 4,215,493 | 4,400,884 185,391 
Maintenance-of Hquipment:ne i861. 0 el a eee 2,952,250 3,497, 881 545, 631- 
AD eR eae MA Ten a Ah RY DARN RR Se aa OC le ena at: 392,141 417, 232 25,091 
Lransporta tions? | Vay ee Ni ent UN UG ieee 10, 127,220 | 10,807,684 680,464 
Miscellanedug sae eyo. Was it a I Geek” ea 220,754 238, 643 17,889 — 
Geheralig teal yg GOO Ca SIVA INT cat 2 OMS TONY ae ea ee ah 654, 539 678, 847 24,308 

A Wei Dea Oe MO ENOL EM Raa te 2 2 18,562,397 | 20,041,171 1,478,774 2 ‘3 
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Materials and Miscellaneous 1928 1929 Increase 
sd 
: $ $ $ 
Maintenance of Way and Structures................ccccceeee eves: 3, 781, 936 3,807,451 DOL OLo 
DUT OIAMU GeO LUCE TD LIGR Gocco cued Sic sie ties tap! a aoahs parmacee cay # prahete 2,712,400 | 3,077,801 365, 401 
eC eee Ne Noe ay ete CONN a) eS OO ig fs aye ‘alc lak wa a a were hae 416, 900 480, 537 63, 637 
rer TALL MOTI We ieee ae es ae pk goles fone eee s een steven ecw 5,213,655 | 5,582,923 369, 268 
INU Grats he PE VOLT Shae, cess aie es el ee ea NCR EAA a ates HOA Ln 180, 397 192,835 12,438 
Were nTy aint Ca res er ee re A ote eer 2, LA Sbcew Mle coh g BacdPa ere 668, 566 705,328 36, 762 
PPEEnEDOrATONAOr LD VeStINnOih a Glerms sc. cos kes eee Shee ease ones 52,899 72, 664 19, 765 
MD Otte ty ea hnd meat See ny tees ohn oe ee eres 12,920,955 | 13,774,211 853, 256 


The increase in employees’ eoca tion is caused by increased rates of 


pay $344,834 and increased hours worked $1,133,940. An analysis by general 


accounts elie: 


Rates Hours Net 
—— of Pay Increase Increase 
Increase : 
$ $ $ 
Maimtenance of Way and Structures... $2) 0.40 ee is 135, 635 49,756 185,391 
SIN LEN ANC GONG WIDNIED G oes tec sry ease ae aig ea econ «See WY Pom 120, 896 424,735 545, 631 
BTS ee ne a Oe ea ee ee eeu Chloe y ates 1,455 23,636 25,091 
SSC LRT IOT CS tre See oars oe eens ed ee Oe ig DURE onion Dkk ss wreLines 83, 648 596, 816 680, 464 
IMEIS EEE AINEOIIS tenia Ce a Me nN a ete nol wr Se Ren NEW eimai cola tin® 832 17,057 17,889 
ERMA 0 8 ee oe ah ace ae aah cepa Breer wees. Saas 2,368 21,940 24,308 
Metal sts ae Bikers ye amare Ac Mercere eerw aM orp 344,834 | 1,133,940 1,478,774 


The increase in material and miscellaneous, amounting to $853,256, is made 


‘up as follows: 


Price Changes Increase Net 
aoe —. in Increase 
Decrease Increase Quantity 
$ $ $ $ 
Maintenance of Way and Structures.............0...-. OOD es Wes Peers ae 104, 537 255515 
DiAMmLrenanes Ole L CUI PMiel bs et Oo a oes aloe OR eho vinue go's ga 14, 703 350, 698 365, 401 
TPES a ae et gl le, aS iit ge Se RBH pi ug eT amar ae tea RON Um Oe 63, 637 63, 637 
Transportation..... SE BIE nace ae AMS BO DRUE ATS ROR Ay Seca ie Ia ihe ea RR a 34, 681 334, 587 369, 268 
DARREL ICONS rn fla halts Sein shee a eee ee ey ee eee a aa 1,188 11,250 12,438 
MEST er Pee NON ore ee Te ag Cates ct ain ca ORR, Seto tse oe 4,346 32,416 36, 762 
2 Fansporsasion OPEL DIOS GILOM ET) Bn vee aif oa eke eee ccs Pa teh tae (Qhysias Faecale wy 19, 765 19,765 
HL Roy REN Cp aioe Nars lhe ten Aa ee TD OR a DALE Meee cher ven. chee 877, 360 853, 256 


Mr. Hanson: I see your legal expenses are dropping. That is satisfactory. 
Sir Henry Tuornton: Perhaps if we have sufficient litigation, we may 
correct that next year. Transportation for investment credit; Just the usual 
items come in that. Now, gentlemen, you have gone over the main subdivisions 
of expenses; perhaps I should ask the chairman whether you wish to go over 
each one of the detailed items that enter into that, there are probably some 
hundreds of them. We will do it in any way that you like. 
Hon. Mr. Stevens: If you want anything on those estimates you had better 
explain them. I should not think it would be fair to ask us to agree to half of 
$51,000,000 without looking at them. 
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The CHamrMAN: Shall we take up the supplementary estimates, 1929-30, 
item 321? 3 : 

Hon. Mr. Crerar: We should take the estimates, 1930-31. ‘ | 

The CuairMAN: The Minister wants us to take up the estimates 1930-31. 
Item 323, Loans to Canadian National Railway Company. Is it desirable he 
should read the full details? : 

Hon. Mr. Srevens: You ‘have not the full details there. This is merely 
the form used year after year. Your supplementary estimates are exactly the 
same as. your main estimates, and it does not give any detailed information. 
It may be applied to almost anything, the money may ‘be used on anything 
required. JI think that what we ought to have is a clear and concise statement. 
of what you intend to do with the $51,000,000, first. 

The CuatrMan: Does it meet with the approval of the committee that, 
instead of giving the details, a general statement should be given on each item 
as it is called? ~ 

Mr. Hanson: The point Mr. Stevens makes is that you cover a mass of 
generalities, but there is absolutely no detail with respect to the financial 
expenditures. 

Hon. Mr. Crerar: That, I understand, will be furnished to the committee. — 

Sir Henry THornton: We are going to give exactly what Mr. Stevens has 
asked for. 

Mr. Hanson: Sir Henry, this is sort of a blanket vote, is it not? 

Sir Henry THORNTON: Yes. 

Mr. Hanson: And you can switch this money, or any part of it, for any 
purpose that you require. It is a blank cheque, in other words. Sates 

Sir Henry Tuornron: Within certain limits. We have avoided making 
any alterations; in other words, we have tried, in the preparation of this, to get. 
as accurate a distribution as possible. It sometimes happens, not infrequently, 
as the year goes on, or something turns up, which is of greater importance than 
some other thing, and we have to switch in that case from one item to another, — 
but those have not been very large amounts, or very numerous. 

Mr. Hanson: The way the vote is placed in the estimates, there is no 
particular sum allocated to any particular thing. 

Sir Henry THornton: We try to prepare it as accurately as we can, and 
we try to stick to it, but you cannot always do it. ek 

The CuamrMan: You would say that no. part is earmarked for any par- 
ticular item. 

Mr. Hanson: That is what I mean; no item is earmarked, and we should 
have the details as to how it is proposed to be used. : ae 

Sir Henry THornton: Any alteration which involves more than $25,000 — 
requires the approval of the government. | . = 

Mr. Hanson: That does not help us any. Would it not be well to give | 
us a statement under item 323, showing for what the $51,600,000 is required in — 
so far as subsection A is concerned. : 

The CuarrMan: That is what is being done now. 

Mr. Hanson: It does seem that we ought to have this stuff earlier. How 
can a layman possibly understand it this way? 3 = 

Sir Henry Tuornton: I think you are right. I said yesterday, as you ~ 
will recall, that we prepared the information this year a little more in detail _ 
than we usually do, but I think that all the statements which are to be con-_ 
sidered by the committee, ought to be in their hands a week before the sittings 
of the committee. | : — 
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The CHAIRMAN: Distributed a week before. 
Mr. Cantiey: That is reasonable. 
Hon. Mr. Stevens: Suppose you start at A. 
Mr. FAIRWEATHER: 
Net Income Requirements.after Interest Charges—Exhibit A.......... $ 8,396,990 00 


Other Financial Requirements— 
Retirement of Capital Obligations, including Sinking Fund and 


Equipment Principal Payments—Exhibit Dee eee cen 7,268,010 00 

Acquisition Second Mortgage Bonds Admiral Beatty Hotel—Ex- 
date Opera ei he Rinne SanavOn NES aes etn Se eadlra oT Crepes Seta cps 135,000 00 
Net Pinancial Reaguirements: «o coce ts phaeucs oid cere Ceeh $15,800,000 00. 


Capital Requirements— 
General Additions and Betterments (less Retirements)—Exhibit F. 28,550,000 00) 


Discount on Securities to be issued—Exhibit G..................... 2,000,000 00: 
Proposed New Equipment Issue—Series ‘‘L’’—Exhibit H........... 5,250,000 00; 
Nopieumr tents 60) ce eer $51,600,000 00: 
FU aLLW AVE DOLATING VEN CDUCR 28s coos sane wood e Sea iets ORES us be Pelee ss $222 ,500,000 00: 
Railway Operating Expenses.......... BRP OC TE Cyst: 9a oe Suet Con ass 184, 482,240 00: 
Net Revenue from Railway Operations..... BR ae EER ght $ 38,017,760 00 
ther income Depits and, Cred ite N Cbci ss. ins be Se cues ep alee 2,803,000 00 
Net Income before fixed Chargzes..c i. oan oS ek oie ek Wes $ 40,820,760 00 
Interest on Funded Debt due Public—Exhibit B.............0.0......4.. 50,441,750 00 
Income Resources or Requirements......... 00+. eee neces dees $ 9,620,990 00 

Amounts included above not representing Cash—Exhibit C (Details at- 
EAC MOG ie ae. ee na as Sah ae EE gts Lett arc aaa aoe | 1,224,000 00 


Net Income Resources or Requirements..........0.5 002 ec aeee $ 8,396,990 00 


Sir Henry THornton: You will understand, of course, Mr. Chairman 
and gentlemen, that that merely represents an estimate, and it has got to be a 
safe estimate. 

Mr. Hanson: It ought to be an accurate estimate, 

Sir Henry Tuornron: It has been more than an accurate estimate, it 
has got to be safe. We have to be overly conservative in preparing an estimate 
such as this. My hope, and indeed my feeling is that the deficit will not be 
as much as has been shown in this report, but for reasons of safety it is the 


minimum amount that I care to put down. 


Hon. Mr. Stevens: This is the calendar year 1929-30. 

Sir Henry THornton: 1930. 
Hon. Mr. Srevens: That is your estimated deficit. 

Sir Henry THornton: Yes. 

Mr. Hanson: You estimate you will have a deficit of $8,400,000. 

‘Sir Henry THornton: Yes. 

Mr. Bett (St. Antoine): That is tee 

Sir Henry THornton: That is the estimate of the amount that we fall 

short of paying interest on the securities in the hands of the public. 

Mr. Hanson: As compared with last year, how is it? 

Mr. Cooprr: The amount for 1929 is $9,977,000. 

Hon. Mr. Srevens: One point in this connection is that there is a list of 


securities that always give me a good deal of bother, and that is, I can never- 
find a statement where the date of issue is given. You give the date of maturity, 


but you do not give the date of issue. They are sometimes put in under- 


different headings, and you do not get the recent issues. 
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Sir Henry THornton: There is no reason why that should not be done. 

Hon. Mr. Stevens: It is not shown in the list of public accounts either. 
This schedule B includes schedule A? ek 

Sir Henry THornton: Yes. fi 

Hon. Mr. Stevens: You just give the date of maturity and do not say 
where these have been issued. 

Sir Henry THornton: The date of issue? 

Hon. Mr. Srevens: “Yes. 

The Cuairman: And where issued. 

Sir Henry TuHornton: It is a perfectly simple thing to do, Mr. Stevens. 

Hon. Mr. Srevens: I think it can be done. I do not ask for it this year. 
but every year we have the same trouble. I have had to go through the public — 
accounts and make an analysis: It sometimes is almost impossible. 

Sir Henry THornton: Next year, in the annual report and any informa- 
tion coming to the committee, the date of issue of the securities will be shown. — 
It is a simple thing to do, and I do not know why we did not do it. Mr. Fair- ~ 
weather, will you put down the date of issue of securities under discussion 
mentioned in your report? 

Mr. FatRwEATHER: “Yes. 

Mr. Hanson: Sir Henry, you say that your net deficit will be less than a 
year ago? 

. Sir Henry TuHornton: Yes. / 4 

Mr. Hanson: I do not see how that can be, if there is a shrinkage in — 
revenue. _ <i 

Sir Henry THornTon: Spending less money, greater efficiency. Every- 
body trying to save money on the railroad. A general campaign of economy. 

Mr. Hanson: The shrinkage of earnings is so great that it seems to me 
that you have not made ample estimates for your requirements. 

Sir Henry THornton: We think we have. There are a good many things 
that can be postponed without serious damage to the property, and when earn- 
ings are good, and railways are doing well, you anticipate the future some- 
what by doing things that are desirable to be done. On the other hand, when 
earnings are not so good you postpone and generally restrict. That is pretty 
much the same with the individual. He must. If his income is good, and. 
increasing; he is more liberal in his expenditure, and he does things that he — 
would not otherwise do. If his income falls, he economizes and would not 
buy a new car this year, or things of that sort. . ? 

Mr, Cantey: The item, Funded Debt to Public, $50,000,000; what was 
the amount from the former year? wy 
Mr. Cooper: The corresponding figure for 1929 is $44,739,000. 
Mr. Hanson: Albout six million more. 

Mr. Cooper: $5,700,000. 3 

Sir Henry THornton: That is due to increased capital for branch lines, 
all that sort of thing that adds to the capital. - , oa 

Mr. Hanson: That statement accentuates the thought underlying my 5 
previous observation. If interest charges are $6,000,000 more, I do not see how 
you can keep the deficit down to this figure. i. 

Sir Henry THornton: One thing I think that has a marked effect this * 
year, as compared with previous years, has been the introduction of a method — 
of dealing with our expenses. A railway is a good deal a state of mind. That a 
is to say, the result of operations depend a good deal on the state of mind of the a 
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officers and men throughout the railway. If their state of mind is a spending 


state of mind, if earnings have been good for a period of years, and new 


improvements have ‘been introduced, and the company his been spending 


_ money, you get a spending state of mind all over the railroad. Not only is 
_ that true of this railroad, but it is true of every railroad that I have had any- 


thing to do with. On the other hand, if you create an economical state of 
mind and the officers and men become seized of the importance of economy, 


and it becomes a matter of competition to see how much money can be saved, 


and where it can be saved, then you begin to save money. 
Mr. Hanson: You think you have got that atmosphere established? 

- Sir Henry THornton: I am just coming to that. It does not make any 
difference what state of mind I may have, or the vice-presidents may have, the 
important thing is the state of mind of the men in the trenches doing the job. 
This year there has been introduced a monthly budget system, which I think 
we have developed to a little higher degree of perfection than exists anywhere 


that I know of. We estimate about the middle of each month, and each region 


estimates about what it expects its gross earnings to be. It sets a certain 
objective with respect to its expenses, and the objective is determined by calling 


in the heads of all departments on the region, who, under the chairmanship 
of the general manager, discuss their expenses and suggest to one another the 


ways to economize and how money can be saved. It becomes, then, really 
a sort of competition between departments to see which can save the most. 
All departments, and all officers realize the position in which the company is 


placed, and there is established a state of mind as a result of that. Those 


meetings have produced some quite remarkable suggestions from the officers 
themselves in the way of saving money. They lay out their program for the 
following month, and adhere very closely to it so that we know in Montreal 
pretty well by the latter part of any month what. the net will probably be for 
the following month. Now, those monthly objectives are laid out in accordance 
with the program of expenditures which have been set up for the year. We, 
at the first of the year, make an estimate of what we think our gross may 


reasonably be, and then we apportion, as well as we can, the expenses to the 


different departments. Now, that is all right for the year, but in order to 
get the result for the year, you have also to check it month by month, because 


if you get a runaway on your hands, and the expenses are seriously exceeded 


for two or three months, you cannot catch up that year. It is very difficult to 
do, so that we set up a yearly objective and that is rationed month by month, 
and the object of these budget meetings on the different regions is to check 
that month by month, and to keep the expenses down to the monthly figure. 
In addition, it is to see if further economies cannot be introduced. 


Mr. Hanson: I think that is the idea, and one that you should get 
across to the Minister of Finance. We have not had an estimate this year of 
what our neveune is going to be. 

Sir Henry THornton: That is beyond my sphere. 


Mr. Hanson: I agree with you on that, but suggest that you should get 
it across to him. 


Sir Henry THornton: Now, results so far have been extremely gratifying. 
I do not want to make any prediction because it is a dangerous thing to make 
predictions when the gross depends largely upon the volume of wheat crop, 


and nobody knows what that is going to be yet. I do not want to make any 


predictions, but there is a good fighting chance, if we have any kind of luck 


at all, that we will not have any deficit this year. That is what the boys are 
all trying to do, but I do not desire to put that in figures. I have got to allow 


_ myself some leeway; therefore, the general answer to your question, Mr. Hanson, 


Se site| 
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is that every item of expenditure is being closely scrutinized and determined not 
so much by the headquarters officers but by the men on the ground who are 
spending the money. In other words they are doing the examining, and it 
has been most gratifying the way things have turned out so far. 

Mr. Hanson: Could you tell me what the increased interest charges are 
for the system since 1922? 

Sir Henry THornton: The growth in property investments, as is expressed 
in increased mileage, increased equipment and improvements in every phase — 
of railroad activity—I think that will answer your question. The increase in 
property expense, the increase in the long-term funded debt held by the public 
for the period from 1923 to 1929—it amounts to an increase of $318,000,000. 

Mr. Hanson: That is what I asked you ‘yesterday. 

Sir Henry THornron: That in turn, however, has contributed to an 
increase in the net revenue, within the same period from $2,286,000 to $58,383,000 
in 1928. 

Mr. Hanson: ‘That is your peak year? 

Sir Henry THornton: That is the peak year. This year it was about 
$44,000,000. In other words, what I mean to say is this, that the increase in 
capital which found expression in improved facilities and additions to the 
property is represented by $318,000,000, but during the same period the net 
earnings did increase from rather less than $3,000,000 to about $58,000,000. 
A share of that was due to the economies which were the result of improved 
facilities purchased with the additional capital. : | 

Mr. McLean (Melfort): Principally invested in branch lines and new 
equipment? : 

Sir Henry THornton: Branch lines, new yards and all that sort of thing. 
Mr. Hanson: That is not the point of my question at all. I want to know 
how much more money you are paying in actual interest to the public. 

Mr. Cooper: We would have to get that for you. : 

Sir Henry THornton: It is about $15,000,000... 

Mr. Cooper: I would say it was around $30,000,000 in 1922 and $45,000,000 
in 1929. 

Hon. Mr. Stevens: It is about $20,000,000 more according to this state- 
ment. 

Mr. Cooper: I do not think it is as much as that, Mr. Stevens. 

Sir Henry THornton: This discussion was provoked by the deficit of 
$8 396,000. A 

The next item for financial requirements represents retirement of capital — 
obligations, including sinking fund and equipment, principal payments, and that _ 
is Exhibit D. | 

Hon. Mr. Srevens: I was trying to get a question in edgewise on this — 
Exhibit B. You borrowed this year $60,000,000 and $60,000,000, that is, — 
$120,000,000, and $15,000,000, or $18,000,000, was it? : 

Mr. Cooper: $18,000,000. cee 

Hon. Mr, Stevens: Is that the total for last year, and next year you propose 
borrowing $110,000,000, or for 1930, and $15,000,000 and $700,000, is that all for ome 
this year? = 

Sir Henry THornton: That is the lot. 

Hon. Mr. Strvens: What will the $110,000,000 cover? de 

Sir Henry THornton: The total requirements for the year are 1624 mil- 
lion dollars. - a 
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Mr. FAIRWEATHER: Yes, of which $8,400,000 is cash from the government; 
$6,523,000 are resources from the Grand Trunk Western; $876,000 comes from 
the resources from the Central Vermont, and $9,100,000 are funds available in 
special accounts, and the balance of $137,637,000 is by the issuance of securities 
of which 564 million dollars is refunding. 

Mr. Hanson: So that the net increase of your capital indebtedness for the 
year is how much outside of your funding operations? 

Mr. McLean (Melfort): It would be $81,000,000. 

Mr. FAIRWEATHER: Yes, $81,000,000. 

Mr. McLean (Melfort): That is for branch lines, new equipment and 
~ betterment. 

Hon. Mr. Stevens: Out of that refunding you are paying off the guarantee 
by the province of Monitoba? 

Sir Henry THornton: That is included here. 

Hon. Mr. Stevens: It does not show the amount. 

Sir Henry TuHornton: I think I can tell you the amount—$20,000,000. 

Hon. Mr. Srevens: That relieves the province of Manitoba of its 
guarantees? 

Sir Henry THORNTON: Yes. 

Hon. Mr. Stevens: The new bonds or the refunding will not carry their 
guarantees? i | 

Sir Henry THornton: No. | 

Mr. Hanson: Is it the fixed policy with all those securities guaranteed by 
the various provinces, when maturing, that the provinces are going to be auto- 
~ matically released? 

Sir Henry THornton: I do not know that any definite policy has been 
decided. Personally I think they should be. After all, I do not think that the 
provincial guarantee means much one way or the other. That is to say, if the 
Canadian National Railways got into such a condition that there was a fore- 
closure or a receiver appointed, I think the government would have to step in 
in the interests of the people and protect the property as any creditor would 
protect a property in which he had an investment. 

Mr. Hanson: That is a matter of expediency. 

Sir Henry Tuornton: Entirely. I am merely expressing a personal 
opinion. Others may differ, but I have never thought the provincial guarantees 
really meant very much one way or the other. 

Hon. Mr. Stevens: They mean quite a bit in one way, because in this 
refunding you are refunding a four-per cent bond by a five-per cent bond. That 
means the federal government will have to pay one per cent more, or the com- 
pany has to pay one per cent more. Do you not think you could have the 
- Dominion government guarantee a little cheaper money than five per, cent? 

- Sir Henry THornton: No, I do not think you could. We have skinned 
the bankers pretty close when it comes to the interest rates and the price of our 


- gecurities in the last year, and I think the general feeling is that we have done 


pretty well. 

Mr. Hanson: They are pretty hard-boiled. 

Sir Henry Tuornton: They are a hard lot to deal with. But comparing 
our issues and the price which was obtained for our securities with the price 
obtained for comparable securities, I think our price has been quite satisfactory. 

Mr. Hanson: They classify these securities, do they not? Straight 
Dominion government loans are a little better than yours? 
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Sir Henry THornton: Yes. | 

Mr. Hanson: Provincial government borrowings are a little better than 
yours. ) 

Mr. Grant: Possibly the province of Quebec’s are a little better. 

Mr. Hanson: The province of New Brunswick is just. as good as the 
province of Quebec. ¢ 

Mr. Grant: So far as the other provinces are concerned, with the excep- 
tion of the province of Ontario and the province of Quebec, I think our price 
is a little better. 

Hon. Mr. Stevens: I would like to get the facts regarding that $110,000,000. 
I have often wondered about the various provincial guarantees. There have 
been a lot of guarantees for the various roads which are now part of the 
national system, and it does seem to me that there is a question there about 
the wiping out of those guarantees without any consideration whatever. You ~ 
are paying, in this instance, on that $20,000,000, one per cent per annum, 

Sir Henry THornton: Is it your thought that if we relieve the provincial 
governments from that guarantee that they ought to do something for us in 
return? : 

Hon. Mr. Stevens: I think they ought to do something. It is a question 
whether it should not he examined into. 


Sir Henry Tuornton: I am only speaking generally and I only express 
my personal opinion. If there is any way of getting anything out of them for 
it I should not object in the least, and I suppose that would have a start in this 
committee, _ s ? 

Mr. McLean (Melfort): Is not the situation this, that they have a 
guarantee, and if you do not pay they will take the property. . 


Sir Henry THornton: That is what it comes to, and we cannot let them 
have the property. It really means, in the last analysis, that we are the goats. 


Mr. Hanson: Is it true that in each and every case they have a guarantee? | 


Sir Hpnry Trornron: If there was default, and they were obliged to 
make good on their guarantee, I should think legally—and you can answer 
this better than I because you are a lawyer and I am not—they could take the 
property. 

Mr. Hanson: It would depend entirely if they got security at the time. 
If they did not have the security they would only be ordinary creditors. 

Sir Henry THornton: I would take your opinion on that rather than 
my own, . wn 

Hon. Mr. Stevens: Let us illustrate that? Take this Gilbert Plains 
branch. I do.not know where it is or anything about it, 

Hon. Mr. Crerar: <A fine country. 

Hon. Mr. Stevens: That is a paying branch. 

Hon. Mr. Crerar: JI think probably it is. 

Hon. Mr. Srevens: I am just asking, because someone rather laughed 
at my suggestion. I put it to the management now: You are retiring the bonds 
of the Gilbert Plains branch. Is that a good piece of road? Are you justified 
in paying one pér cent per annum more on that? 

Sir Henry THornton: I think in that particular branch line it is. There 
might be some branch lines though where it would not. : 


Hon. Mr. Crerar: That particular branch line, while it is described as a 3 


branch line there, is part -of the main line from Winnipeg to Edmonton. 


any 
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Hon. Mr. STEVENS: I think this ought to be scrutinized with care, and I 
do not think we should take in every lame duck indiscriminately, if there are 


Sir Henry THornton: Of course, we have the lame ducks now. They 
are part of the flock, and the flock is called the Canadian National Railways 
system, and it would be, I think, undesirable in the public interest to break up 
the flock in the event of any foreclosure proceedings and disintegrate the 
Canadian National Railways system. Therefore, it means this, if that is going 
to be prevented, the government has got to assume the liability of the provinces, 
and, therefore by that same reasoning, it never appealed to me that the guarantee 
of the province was really worth bothering about one way or the other because 


_ the government would have to maintain the system intact. 


Mr. Hanson: The provinces are sitting tight and letting you do the squirm- 
ing, if there is any to be done. 

Sir Henry THoRNTON: Well, there are a whole lot of interests that are 
doing that, provinces and others. 

Mr. Hanson: There is no doubt the province probably would have to 
renew the guarantee if they were called upon to do so, 

Sir Hpnry TsHornton: I do not want to be bothered with it, personally. 

Mr. Hanson: I think vou are wise. 


Sir Hpnry THorNTON: When you want to do anything you get into a 
horse-trading match with the provinces, and that is almost interminable. 

‘Mr. McLean (Melfort): It was provided in the agreement, I think, that 
if after the second payment had passed the province could take possession of 
the road. ; 

Sir Henry THorntTon: That is right. 

Mr. McLean (Melfort): I know one province that was absolutely pre- 
pared to take possession of the road and to dispose of it to suit themselves later 
on, because there was no question about the value of the line. The branches 
were through a good territory; they were paying branches, and they would have 
no trouble or loss in taking them over. I think, generally speaking, the prairie 
branches are in that position to-day, and have been most of the time, particu- 
larly to-day after you have bettered them and improved the property. 

Sir Henry THornton: I think there are a good many of these so-called 
branch lines on which securities have been issued where, in the event of trouble, 
the Province will be very glad to take the branches over, but that would be 
the worst thing that could happen the system, if you want to maintain the 
Canadian National Railway system. As time goes by we will eventually 
hammer this system into not only an operating entity but also a financial 
entity on a sound financial basis. I may never live to see the day, but the 
day unquestionably will come when the Canadian National Railways will from 
purely the financial point of view be a very valuable asset to the people of 
Canada quite apart from its strategical transportation position. 

Mr. Hanson: Coming down to the proposed equipment trust issue of 
152 millions for this year, those are issued serially, are they not? 

Sir Henry THornton: Yes. Mr. Cooper, I think, has some information 
prepared on that. Perhaps you can explain that situation to Mr. Hanson. 

- Mr. Hanson: Falling due so much each year. What is the usual life of 
these. 7 

Mr. Coorer: The usual life is fifteen years. 

Mr. Cantiey: I thought it used to be ten. 

Mr. Cooprr: It is fifteen to-day. 
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Sir Henry THornton: It runs from 10 to 20 years ordinarily. 

Mr. Hanson: This proposal is fifteen years. 5 

Mr. Cooper: Yes, sir. ‘ 

Mr. Hanson: Maturing annually one-fifteenth each year. 

Mr. Cooper: Yes. 

Mr. Hanson: Payable out of earnings. ~ 

Mr. Cooper: Well, not in our case. 

Mr. Hanson: That is just the point I am coming: to. 

Mr. Cantiey: There is an initial payment of what, 10 per cent. 

Sir Henry THornton: Twenty-five per cent. 

Mr. Hanson: How is that twenty-five per cent provided for—out of 
long term funding. ; 

Sir Henry THornton: That 25 per cent is included in this request. That 
is a capital sum— | a 

Mr. Hanson: That is a capital expenditure, of course, and is included in 
the request to the government. _ ; 

Sir Henry THornton: I think I know what you have in your mind. 
Perhaps Mr. Cooper will be good enough to explain the whole thing to Mr. 
Hanson. : | 

Mr. Cooper: We anticipated that you were going to question the fact 
that we are taking care of equipment principal retirements by further borrow- 
_ ings. Is that what you had in mind. | 

Mr. Hanson: It is hardly accurate to say further borrowings. What I 
understand is the position, that you take care of the annual serial payments by 
long-term funded securities. 3 

Sir Henry Tuornton: That is right, and I thought you would want some 
further information with respect to that, and I asked Mr. Cooper to examine 
that and he will now explain the point. 

Mr. Coorgr: It is not quite true to say that in every case we take care 
of the retirement by a long-term issue.. There have been cases where we have 
taken care of the equipment serial payments by cash loans from the government, 
but for this purpose I think we can say that we are taking care of these serial 
retirements out of further bond issues. 

Mr. Hanson: Long dated borrowings. 

Mr, Coopmr: Yes. That is inevitable in view of the fact that our net 
income does not give us a surplus over and above fixed charges. We have to 
borrow the money and so there is an apparent perpetuation of debt. 

Mr. Hanson: There is a real perpetuation of debt. 

Mr. Coorrr: No, it is only apparent. That is only one side of the account. 
You must examine the debt account and the investment account and the operat- 
ing expense account before you see the whole picture. I think I can show that 
while there is an apparent perpetuation of debt, there is on the other hand, an 
invisible substitution of assets which regularizes the situation. When equipment 
is retired from service its ledger value is written out of the investment account. 
The net change in investment account represents the additional cash outlay for 
additions and betterments during the period, less the book-keeping entry for 
retirements. It is the net change in investment account against which we issue 


securities. Consequently there is an amount of new investment expenditure _ 


made equivalent to the amount of equipment retirements against which we do 4 
not issue new securities. In other words other property is substituted for the Z. 
retired equipment without any addition to the funded debt. a 
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When equipment is retired from service its ledger value, less salvage, is 


charged to operating expenses. This is a book-keeping entry, not a cash 


[ae 


transaction. Book-keeping charges against income reduce the net income as 
shown by the accounts, below cash net income. That is, there is cash in the 
treasury, in excess of the net income shown by the accounts, to the amount of 
the equipment entries referred to. Salvage is cash or its equivalent. ‘Conse- 
quently there is cash available in the treasury equal to the ledger value of 
equipment retired, and it is this cash which permits new investment expendi- 
tures to the same amount without further financing. , 

Therefore, we say that there is a substitution of capital assets for equip- 


= ment which is retired from service, and that the apparent perpetuation of debt 
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against property which has been used up in service is only apparent and not 
an actual fact. 

Sir Henry THorNntTon: It is quite complicated. 

Hon. Mr. Stevens: Your retirements are charged against your operating 
income, is that correct. : 3 

Mr. Cooper: Yes, sir. 

Hon. Mr. Stevens: To make that clear to one not familiar with all this 
class of accountancy, take for instance an engine that becomes obsolete; we 
will say it is twenty years old, for the sake of illustration, costing $20,000 or 
$30,000. 

Mr. Cooper: $20,000? 

Hon. Mr. Stevens: It has been standing on your books as an asset of 
$20,000, no depreciation charge against it. 

Mr. Cooper: No. 

Hon. Mr. Stevens: It is retired this year as obsolete. 

Mr. Cooper: Yes. 

_ Hon. Mr. Stevens: Do you mean to tell me you charge your income with 
the full $20,000. 

Mr. Coormr: Less any salvage which there might be. 

Hon. Mr. Stevens: Where does your salvage go—into the income revenue 
account? 

Mr. Cooper: Salvage represents assets on hand. It is either cash or 
second-hand material. 


See 


Hon. Mr. Stevens: Supposing you scrap it. 

Mr. Cooper: Assuming it had no salvage value the whole $20,000 would 
be charged to operating expenses. 

Hon. Mr. Stevens: I think we had this question asked and answered a 
couple of years ago.: Under the Interstate Commerce Commission system they 
set up a depreceiation fund every year, do they not. 

Mr. Cooper: Yes, sir. 

Hon. Mr. Stevens: A certain amount every year. 

. Mr. Cooper: ‘Yes, and to that extent we differ from the Interstate Com- 
merce Commission system. 

Hon. Mr. Srevens: I remember we discussed this at considerable length. 

Mr. Cooper: It has been discussed every year, Mr. Stevens. 


Hon. Mr. Srevens: And we are not quite clear on the former discussion 
as to which was the better system, but I think we agreed that your system 
was fair. se 
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Sir Henry THornton: You will find, Mr. Stevens, a division of Opinion. 
There are some experts, thoroughly reputable accountants, who will advocate one 
system and almost an equal number the other. 

Hon. Mr. Stevens: I do not want to appear unduly critical of the system. 
As a matter of fact, I have always had the greatest admiration for Mr. Cooper 
and his accountancy system. But here we are voting each year large sums of 
money, and this year we are voting $50,000,000 in this item we have before us. 
Part of that will be paid out for payments of these equipment trust issues. 

Mr. Cooper: Yes. 

Hon. Mr. Stevens: Is that in Exhibit D? 

Mr. Cooper: “Yes. 

Hon. Mr. Stevens: .That is the amount that will be applied for that pur- 
pose this year, $7,268,000. 

Mr, Cooper: Exhibit D. includes other things besides equipment. 

Hon. Mr. Srnvens: Yes, I see it dogs, but still it is equipment very 
largely? s | | 

Sir Henry THorntTon: Yes. : 

Mr. Cooper: In 1929 the equipment principal retirement was $4,891,000. 

Hon. Mr. Stevens: We are voting you this year $15,750,000 for a new 
issue of equipment bonds, and. we are voting you about $6,000,000, or maybe 
a less less, to pay the annual payments on bonds already issued. That means 
that on the equipment question we are really giving you $22,000,000 this year. 


@ 


Mr. Cooper: I do not think you are giving us $22,000,000, Mr. Stevens. ; 


There is only $15,750,000 additional yet. 

Hon. Mr. Stevens: How much surplus do you have as a result of the 
charging up of obsolete retirements this year? 

Mr. Cooper: In 1929? 

Hon. Mr. Stevens: Yes. 

Mr. Cooper: About, $4,300,000. 

Hon. Mr. Srevens: That goes into what, into new equipment or what? 

Mr. Cooper: It means cash in the treasury which I tried to show was used 


for capital expenditures, which in turn do not need to be financed by the issue - 


of new securities. 


Hon. Mr. Stevens: W ell, does that appear in these figures that we got? 


Mr. Coorrr: The operation figure of eight million plus has been charged 
with the estimated amount in 1930 for equipment retirements. 


Mr. Hanson: I may say, Sir Henry and Mr. Cooper, that this is a matter 25 


that has more or less troubled me, because in industrial concerns that method 
of financing would not get by, but I understand there is. justification for it, as 
per the statement of Mr. Cooper... I think this is. 4’ fair statement; if it is not, 
I would like you to say so. You adopt this principle due to the exigencies of 
the situation, do you not? That is to say, your earnings are not sufficient to 
take care of these retirements. : 


Sir Henry Tuornton: Fundamentally, that is correct. 


= 


Mr. Hanson: I think you practically admitted that in the opening state- — 


ment you made. 


Sir Henry THornton: Except in this way, in order to protect the publie 


from certain railway financial showings which would furnish an argument—and 


perhaps an irrefutable argument for increased freight rates—various regulatory _ 


commissions have caused the railway companies, or have prevented the railway 


companies from making too heavy charges to their expenses. For instance, — 
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years ago it used to be the policy on the Pennsylvania Railroad to really create 


~ capital expenditure out of net earnings. In other words, expenses were theoreti- 


cally unduly loaded. Now, to prevent that, the present system of accounting 
has been introduced not only in the United States but in Canada and elsewhere. 


~ Consequently a railway company, a profitable railway company, is really denied 


the privilege of frugality with respect to the future which is often open to private 
concerns. In so far as the Canadian National Railway Company is concerned, 
we have no margin of profit. That is to say, if we earn enough money to meet 
annually the interest on securities in the hands of the public we are doing about 
all that can be expected at the moment. If we were earning all of our fixed 
charges, including our obligations to the government, and had surplus money, 
we would unquestionably endeavour to pursue a different policy than we are 
pursuing to-day although from a technical accounting point of view, what we 
are doing to-day has the best accounting knowledge that we have. Some 
accountants may differ as to whether we shouid make an annual depreciation 
charge with respect to equipment or whether we should pursue the policy which 
we are pursuing. There is a difference of opinion among experts. 

Mr. Hanson: Of course, in industrial life an industrial company sets up 
a depreciation reserve. You don’t do that. 

Sir Henry THornton: No, we don't do that. 

Mr. Hanson: You take care of it in the manner indicated by Mr. Cooper. 
i Sir Henry TuHornton: There is a difference of opinion as to which is the 

etter. ’ 

Mr. Hanson: But your selection of that method is due to the difficulties, 
I may say, of your position. 

Sir Henry THornTon: Yes, precisely. 

Mr. Cooper: Not quite. ” 

Sir Henry THornton: I am always subject to the advice of counsel. I do 
not know everything. 

Mr. Coorer: If the suggestion is that if we were a prosperous concern we 
would retire this debt by charges to operating expenses, I say that that is not 
only quite improper accounting, but that it is absolutely prohibited by the 
regulatory bodies, or body, which is in our case the Interstate Commerce Com- 
mission. 

Mr. Hanson: Is there any regulation in Canada with respect to that? 

Mr. Coorer: Yes, there is. 

Mr. Hanson: The railway commission has no jurisdiction over that sort of 
thing. 

Mr. Coorer: They have prescribed a form of accounting which is moulded 
very closely on that of the Interstate Commerce Commission. It is true they 
do not police the regulations to the same extent, but the absence of the policeman 
does not make us any the less prone to observe the strict letter of the regulation. 
But assuming that you are speaking of the prosperous United States lines, they 
would take care of their debt requirements in precisely the same way, so far as 
accounting is concerned, as.we ourselves do. 


Hon. Mr. Stevens: How do you do on the Grand Trunk Western? 

Mr. Coover: We do exactly the same thing. 

Hon. Mr. Stevens: I thought you came under the Interstate Commerce 
regulations. : | 

Mr. Cooper: Oh, well, 1 was speaking of debtgpetirement. 


Sir Henry THorntron: With respect to American lines we follow precisely 
the regulations of the Interstate Commerce Commission. With respect to our 
Canadian lines, in this matter we pursue a different course from the Interstate 


- Commerce regulations. oe 
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Hon. Mr. Stevens: I am speaking of equipment trust funds, 
Mr. Coorrr: Yes. | | | 
Hon, Mr. Srevens: On your American lines you follow the Interstate 

Commerce regulations? . 


Mr. Coorrr: We would not be permitted to charge that annual amount to 
operating expenses. It is not an operating expense in any shape or form. 


Mr. Hanson: I quite agree with that except as to the amount of the 


depreciation. 3 | 7 
Mr. Coorrr: If you are speaking of depreciation that is another matter. 
Mr. ~Hanson:* But you may be allowed to put in betterments? 

Mr. Coorrr: No, not at all, nor debt retirement. That is not an operating 
charge at. all. : 

Mr. Hanson: In a manufacturing or industria] concern, it would be put 
in as a betterment. The difference between the old equipment and the new, 
where a locomotive has been scrapped, and a new one substituted, would be a 
_ capital expenditure, would it not? 

Mr. Coorrr: That is a difference of opinion, whether operating expense 
should pay the cost of replacing a machine, or the cost of the machine which 
has been worn out in service. That is to say, dealing with the original costs 
or the present day costs. ; 

Mr. Hanson: They do it two ways; one way is to charge the difference in 
the cost to depreciation reserve. 


Mr. Cooper: Charge to depreciation the difference in cost? . 


Mr. Hanson: Yes. 


Mr. Coorrr: I thought they would charge the additional cost to invest- 
ment. ; : 


Mr. Hanson: Maybe you are right; I would not contradict you, because 
I am not accountant enough to do so. | 


Mr. Cooper: The fact is that we are a public utility and are regulated, 


therefore we have no option. 
Mr. Hanson: That is in the United States, 
_ Mr. Cooprr: I think the same applies in Canada. 

Mr. Hanson: You follow the Same system anyway. 

Mr. Coopmr: Yes. 

Mr. Hanson: I think TI understand the reason for your system, and 
appreciate the reason, but how does it work out in the net result? Ts not part 
of this long-term financing which you use to refund short-term financing 
eventually loaded, or a part at all events, eventually loaded into your funded 
settled debt. ee : 

Mr. Coorrr: I do not think go. 

Mr. Hanson: None of it? 


Mr. Coorrr: I do not think you can relate the life of securities to the 


life of the physical property against which the securities are issued. 

Mr. Hanson: There is no relation? : eos 

Mr. Cooper: I do not say you should relate them; I do not think you can; 
otherwise you could never issue perpetual securities because you have no 
physical property that is perpetual. 

Mr. Hanson: Oh. yesgland always is; that is the one exception, 

Mr. Cooper: It is so far as the physical thing itself is concerned, but the 
value is not stationary. Fs 

Mr. Hanson: Not absolutely. 
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Mr. Coorer: You could have depreciation in your land values which 


would be the same thing as a wasting of the land itself. So long as we main- 
tain our assets, our financing is sound. We can properly issue securities against 


capitalizable assets. If we maintain those assets by renewal or by substitution 


as in the case of fixed property for rolling stock equipment, we are still main- 


taining dollar for dollar behind our securities. 

Mr. Hanson: JI am obliged for the explanation, but my training has not 
been in railroad finance. It has been largely in industrial finance, and by reason 
of that fact my views were otherwise, and I am free to say that I think I 
understand the reason of the thing, and I suppose, as an accounting or actuarial 
problem, whether it is sound or not, I am not prepared to say. 

Sir Henry THornton: To be absolutely fair, of course, when you get into 
a theoretical discussion with respect to railway accounting, you may go almost 
anywhere. 

Mr. Hanson: You soon go beyond my depth. 

Sir Hpnry Tuornton: Well, I will admit that I am with you. 

The CuHarrMAN: Any more questions on item 323? 

Hon. Mr. Stevens: We have just got started. The item Beatty Hotel, 


~ what about that? 


Sir Henry THornton: That represents an additional investment which 


~ we made in that hotel. 


Mr. Hanson: It is due to the enlargement. You took up your proportion. 

Sir Henry TuHornton: The Canadian Pacific put up an equal amount. 
In schedule B you are down to the net. finance requirements. 

Mr. Hanson: Just what is your interest in the Beatty hotel, anyway ? 

Sir Henry THorNToN: We own 250 shares of 7 per cent preferred stock, 


‘listed at $22,500; 250 shares preferred stock, that is. 100 ordinary shares, 


which were given as a bonus, of no value. At least, to be carried on the books 
at no value. We have 50, six per cent second and refunding mortgage gold 
bonds, due January first, 1940, which cost us $50,000, and we have 41, six per 


cent second and refunding mortgage gold bonds also due January Ist, which 


cost $41,000; a total of $113,500. By resolution of the directors of the Canadian 
National Railway, authority was given for the purchase of $25,000 bonds and 
stock, the Canadian Pacific making a similar purchase. 

Mr. Hanson: Is that part of the $135,000? 

Sir Hunry Tuornton: Yes. Furthermore, we have agreed to take 135 


~ bonds at $1,000 each. So far we have taken up 41 bonds, representing $41,000. 
We are to take up the remainder as and when required by the hotel authorities, 
~ which will be as the work on the hotel progresses. 
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Mr. Hanson: So that you will have about $273,000. 
Mr. Cooper: We shall have altogether $207,000. 
Mr. McLean (Melfort): $207,000? 
Mr. Cooper: Yes, $207,000. 
Hon. Mr. Stevens: You still have about $60,000 of those to take up. 
Mr. FarrweatHer: We have $94,000 to take up. 
Fon. Mr. Srevens: That will be in addition to the $207,000. 
Mr. Farrweaturr: No; that would be included in the $207,000. 
Sir Henry TuHornton: Our total investment will be $207,000, which is 
similar to the amount that the Canadian Pacific have taken up. 
Hon. Mr. Stevens: What is the total value of the hotel? 
Sir Henry THornton: Our fixed assets, $1,440,000. 
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Mr. Hanson: The C.P.R. interests is similar to yours? 

Sir Henry THorRNTon: Yes. 

Mr. Hanson: Exactly? 3 

Sir Henry TuHornton:, Yes. Now shall we go on with the capital 
requirements? 

Mr. FairwearHer: General additions and betterments, Exhibit F. 


ESTIMATED CAPITAL EXPENDITURES FOR ADDITIONS AND BETTERMENTS 
1930 
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Items Items of 
oe under ~ $25,000 Total 
$25,000 and over 
$ $ $ 
Central Region, excluding Eastern Lines.......................... 1,832,557 | 6,229,842 8,062,399 
Weatern Regions... ity oS eae ae ae ee 8,171,400 | 8,046,844 11; 218, 244 
Grand Trunk Westerm Linea) 0) oo. ah ik i eck ee eRe eek er Nil 
Electric. Lines in Ontariore so Os Gaels. . here nee en geno Gne = ie tc 28,300 
Siubsidiary Companies... 41,0 vies sail, seins co ken Fa aU NEGA ieee Nl) eae area 4,468, 802 
Telegraphs and Telephones... 43.0. 7 Fi.0 2a ved tk a ON ere ee 837, 360 
Canadian National Express Cotapany a. owe ast ae Heike, Neer nia ence eam tout eevee ver eee 55,000 
Canadian National Railway COMADAN Ys ics Soe Uae boc eae Oe a area eee a 3,580, 595 
Eastern \ Lines. .(fcgseen chico ine cabinet new yo oe oat oe ana 1,506,802 | 2,592,998 4,099, 800 
32,350,500 
Linss:/ Retirements. 21: 42... ia ates A eee en ove a 3,800,500 
Ota Fc. SS ok dw See nnn a ad, CU ee ie aa a ~ 28,550,000 


Hon. Mr. Strvens: Those details are all included under schedule F. 

Mr. FarrweatHer: Schedule F. . 

Hon. Mr. Srevens: They are the details, and I do not know that it is 
necessary to go over those. These expenditures: are all required, Sir Henry. 

Sir Henry THornton: * Of course, each year the regional general manager 
sends in a list of additions and betterments to the property. Then we take 
those and adjust them to whatever our financial position may be. 

Mr. Hanson: Whatever you think you can do. 

Sir Henry THornton: We reduce them very largely because, quite natur- 
ally, every regional general manager wants to improve his property and get 
the most out of it. But that is the amount that is put down this year, and 
represents the absolute minimum which the vice-presidents and myself, after 
carefully combing the thing, thought we could get on with. 

Mr. Hanson: The western region is getting about $11,000,000; that in- 
cludes the new construction. | 


Sir Henry TuHornton: It includes all new construction. It does not 
Include branch lines. 3 


Mr. Hanson: You finance that otherwise. 

Sir Henry THornton: Yes. ‘ 

Mr. Hanson: It includes your capital betterments? 

Sir Henry THornton: Yes. : 

Mr. Hanson: What about: the railway bridge at Fredericton; is it safe? 

Sir Henry Tuornton: What about it? | pone 

Mr. Hanson: What is the condition of that bridge? Perhaps you do not : 
want to say anything about it here. or 

Sir Henry THornton: I will tell you anything. It is a light bridge, and 
only permits the use of a certain type of power, and some day I hope it will — 
be renewed. fy 


> 
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Mr. Hanson: It has been on the carpet for a long time. 

Sir Henry THornton: Oh, yes. 

Mr. Hanson: You have not got around to it yet, but you will some 
day. 
Bit Henry THornton: There are a good many things that we ought 

to do, but this year we had to postpone everything. 

Mr. Hanson: I think you are right; I am not asking you to rebuild it. 

Mr. Cantisy: How many miles of wooden trestles are left? | 

_ Sir Henry THornton: We are making substantial progress in getting rid 
of the wooden trestles. 

Sir Henry Tuornton: A large item in the improvement of road and 
track facilities has been the elimination of timber trestles and the replacement 
of them with permanent bridges or earth embankments. Altogether, in the 
seven-year period 148,205 lineal feet of trestle has been so replaced. If put 
end to end this would represent twenty-eight miles of timber bridges. We 
have been persuing the renewing of timber trestle bridges as rapidly as we 
can. 

Mr. Cantitry: How many miles remain, roughly. 

Mr. Hazen: Something like eighty-five miles. 

Mr. Cantury: Eighty-five miles? 

Sir Henry Tuornton: Something like that. 

Mr. Cantuey: What was the mileage when you took over the property, 
roughly. 

Mr. Hazen: A little over eighty miles. 

Sir Henry THornton: Roughly eighty-five miles left. 

Mr. McLean (Melfort): You are still reducing the number of wooden 

trestles. 

Sir Henry THorntTon: Yes, considerably. 

Mr. Gray: Is the rock ballast complete, Sir Henry, between Montreal 
and Sarnia? : 

Sir Henry THornton: No, that is another thing that we are pushing on 
as rapidly as possible. In that connection it is only fair to say that when 
the railways were consolidated in 1922 this administration found a_ large 
accumulation of things such as rock ballast and things which would involve 
the introduction of rock ballast, automatic signals, replacement of wooden 
bridges, new stations, elimination of grade crossings and a great many things 
of that sort which the old proprietary companies ought to have done years and 
years ago. | 

Mr. Cantiury: And could not because they did not have the money. 

3 Sir Henry TuHorntTon: Probably that was the reason at any rate we were 
confronted with an accumulation of what you might call deferred improvements. 
That is the burden which we have had to meet, it has added to our expenses 
but we have pursued it as actively as our financial position would permit. 

A Mr. McLean (Melfort): Speaking of rock ballast, is anything being done: 
to abate the dust nuisance on some of your branch lines? 

_ Sir Henry THornron: That is a source of anxiety and study on the part 
_of the officers. There is only one effective remedy for dust; that is rock ballast. 
) Mr. Cantiey: Or slag ballast. 

Sir Henry THornron: Or slag, or some form of ballast which does not 
_ produce dust. There are temporary expedients such as watering the track and 
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the use of oil, but they are only temporary remedies. Tt represents the spending 
of money, but sometimes it has to be done. Between Toronto and Montreal we 
are making a study of that condition to see what we can do to reduce the dust 
but the only effective answer is rock baillast. . 

Mr. McLuan (Melfort): Oil would be too expensive in comparison with 
its duration. 

Sir Henry THornton: The trouble with oil is that it is expensive, and in 
the second place there is no use using oil until the seasonal track work has been 
done because after you have spread oil if you disturb the ballast you spoil the 
effect of the oil. On some railways where you can get the maintenance work 
done, the ties in early in the year, oil has been used with a fair degree of satis- 
faction, but at best it can only be regarded as a temporary paliative. x 

Mr. McLean (Melfort) : Is rock ballast a thorough solution of the difficulty? 

Sir Henry TuHornton: It is a complete solution. 

Mr. CantTLEY: What do you do in Prince Edward Island? 

Sir Henry THorNTon: We are bringing ballast from the Island and gravel 
from the mainland which is very expensive. If anybody can find a gravel pit — 
on Prince Edward Island I would be quite willing to pay a handsome bonus for 
it. | 
a Mr. CantiEy: The Lord did not put it there but-there is lots of slag at 
idney. 4 
Sir Henry THornton: I have heard of that but the cost would be more 
than for gravel ballast, | . 

Mr. Cantey: You will not get clear of the dust with gravel ballast. 

a ae Henry THorntToN: We have not very many high speed trains on the 
sland. ; 

Mr, Cantuey: ‘I think you will agree with me on that. . 

Sir Henry THornton: I can write a book on slag ballast. I was brought — 
up on it, I operated a division on which there were fifty blast furnaces and the 
amount of slag that we had to contend with would make your hair curl, It is = 
a good ballast provided there is not too much lime in-it. A good hard slag : 
ballast is pretty near as good as rock. : er 

Mr. Cantizy: I think it is better in some respects. 

Sir Henry TuHornton: I would not go that far. EER 

Mr. Cantiey: It is better so far as the growth of weeds and drainage is ss 
concerned. | . ; 

Sir Henry THornton: Colonel, I have seen the most luxuriant growth of . 
vegetation in slag ballast as anywhere. = 

Mr. Cantiey: You-have had a different experience from mine. . : 

Sir Henry Tuornton: I have seen lovely lawns grown on slag ballast. 

Mr. Cantitwy: Under what climatic conditions? rea 4 

Sir Henry THornton: About the same as we have here. There is lime = 
in it and it promotes vegetation. TI have struggled with grass in slag ballast ‘3 
just as much as I have in limestone and there is not very much difference. a 

Mr. CantiEy: I will have to argue that out with you in a different place. a 

Mr. Hanson: What are you domg with the main line between Levis and <a 
Truro. I notice you have an item 166,000. . ; 

Mr. Hazen: That is made up of a lot of details. - 

Mr. Hanson: Are you putting down new rails? ae 

Sir Henry THornton: New rails and fastenings, 129 miles of new rails 
That is one of the larger items, and tie-plates. Then there is additional, righ 
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- of-ways fences at different places, new freight terminals at Charleston, passenger 
terminals at Halifiax and Yarmouth. 
: Mr. Hanson: Is that all under one item? 

| Sir Henry THoRNTON: ‘That is the eastern division. 
‘Mr. Hanson: What weight of rails are you using? 

Sir Henry THorNTON: 100 pounds. 

Mr. Hanson: I see an item $136,000. for the Halifax hotel. How is that 
_ work progressing? 
= Sir Henry THorNToN: The hotel is practically finished. It will be operat- 
ing within a month or two. 

3 c at Hanson: What is your estimated operating deficit of the Halifax 

~ hotel! 

Sir Henry THoRNTON: You mean what we estimate. 

Mr. Hanson: Yes. What are you going to lose? 

| Sir Henry Tuornton: I think we will probably break even on, that hotel 

- considering the general improvement in business conditions in the Maritimes and 
the enterprise and courage of the people there. 

Mr. Hanson: I fail to see the improvement in business conditions. 

Sir Henry THornton: I think things are looking up. 
Mr. Hanson: I hope they are. 
Sir Henry THorNToN: Our car loadings are improving. We are showing 
a better result there than on any other part of the railroad. 
Mr. Cantiey: Has that been maintained during the present year? 
Sir Henry THornton: This is rather significant notwithstanding the 
general increase that we have had everywhere else on the railroad. For the 
~ week ending April 7th we had an increase of one per cent in gross, for the week 
ending April 14th an increase of 8 per cent. 

Mr. Hanson: That is over last year? 

Sir Henry THorntTon: Yes compared with last year. The week ending 

April 21st an increase of nearly 104 per cent and the week ending April 30th 
34 per cent, so that there is a marked improvement. We have had only two 
periods since January Ist, namely the week ending January 7th and the week 
ae January 31st that there was a decrease in gross earnings on the eastern 
ines. 

Mr. Cantey: The movement has been chiefly agricultural products. 

Sir Henry Tuornton: I cannot tell you that, but that is probably a pretty 

close estimate. 

Mr. Bett (St. Antoine): Why is it that the railroads are following the 

policy of retrenchment that you spoke of a while ago. 

Sir Henry THornton: Well for the very simple reason that our gross 

earings have been showing a decrease this year as compared with last year, 
running an average of 15 per cent. They have been running from 15 to 20 per 
cent less than a year ago. Now when your gross income or gross revenue falls 
off naturally you endeavour to meet that by reducing expense. 
“Mr. Betz (St. Antoine): Is that caused mainly through the wheat crop 
im the west. 

Sir Henry TuHornton: Partly that and partly due to the general reduction 
in the purchasing power, due in turn to the bad break in the stock market last 
— year. 

: ~The Committee adjourned until 4 p. m. 
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AFTERNOON SESSION 


The committee resumed at four o’clock. 


The Cuarrman: We are now at Exhibit G. 

Mr. Hanson: Is not there more or less a standard rate of commission? 

Sir Henry THornton: Take two groups of bankers who are bidding on 
a large issue, two totally different, groups, they will hit it within a fraction of 
one per cent of each other, and I do not believe there has been any collusion 
elther. 

Mr. Hanson: You are ina very happy position as compared with indus- 
trial companies who have to borrow money. : 

The Cuarrman: Shall the item carry? 

Item agreed to. | 

Hon. Mr. Stevens: Exhibit H is the cash payment on equipment. ‘That is . 
620,000,000 of equipment you are paying? 

Sir Henry TuHornton: Yes. era 

The Cuartrman: Are there any other questions on the item itself. 

Item agreed to. 

The Cuarrman: Item 324, Loan to’ Canadian Government Merchant _ 
Marine. 

Mr. Hanson: I think we should pass over this item meantime, because I 
whink Colonel Cantley is very much interested in it. . 

Sir Henry THornton: I think it would be an unkind act to put this through 
while the Colonel is away. 

The Cuarrman: Does the same think apply to the West Indies service? 

Sir Henry THornton: Yes. 

The Cuatrman: Item 326, Maritime Freight Rates Act. 

Sir Henry TuHornton: Do you think the Colone] wants to talk about that? 

Mr. Hanson: Well, this is statutory. We know what it Is. 

Item agreed to. 

The CuHarrman: Item 327, amount required to provide for the payment 
from time to time to the Canadian National Railway Company of the deficit 
in receipts and revenues, occurring during the year 1930, of the eastern lines, as 
provided by the Maritime Freight Rates Act. 

Hon: Mr. Srevens: Those are both statutory, 

Item agreed to. 

The CuHarrman: Summary, 

Mr. Hanson: We have the idea down there, Sir Henry, that if the Atlantic 
region went into Montreal there would not be such a bad showing. 

Sir Henry THornton: Well, now, you have two schools of thought. You: 3 
have a certain school of thought in the maritimes that the Atlantic region ought 
to carry into Quebec at least, or into Montreal. . 

Mr. Hanson: I never thought there were two schools of thought down there. : 

Sir Henry THorNton: That is a school of thought in the maritimes. Now, a 


AEs et 2 a ae oe 


gation, and protest after protest with respect to such a large proportion of our 


The CHarrman: Oh, no, Sir Henry, I protest very strongly on that. We 
belong to what you may call “ No man’s land ” down there, and we are quite: — 
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satisfied to be administered from Moncton, but what we would like to have is a 
subsection that will start from Riviere du Loup taking in the Gaspe peninsula, 
which is composed of four hundred miles of railway at the present time, and 


which is exactly the number of miles you need for a subsection. 


Sir Henry Tuornton: The whole point is that it is awfully difficult to find 


any subdivision of territory that is going to satisfy everybody. My feeling has 


always been that the present Atlantic region with its headquarters at: Moncton, 
which is as centrally located as anything can be, is as near to a satisfactory 
arrangement as we can get. I have no prejudices in the matter, and I really do 
not care a hoot except to describe those boundaries as will promote the best 
feeling and the most efficiency. ; 

Mr. Hanson: I think it is more a matter of pride than anything else. They 
hate every year to be shown up as not earning their operating expense. 

Sir Henry TuHornton: That again is a hard thing to get away from. But 
even if you did include the territory which you have outlined I do not know 
that the position would be greatly changed. As Mr. Stevens remarks, that is 
something that we might leave in the lap of the gods until next year. 

Mr. Hanson: Well, I am game to leave it till next year. I will take my 
chances. 

Sir Henry THornton: You can talk about it both ways, but at the same 
time I would like you all to feel that, as far as the maritimes are concerned, I 
have no prejudice. I hope some day we will be able to hit on something that 
will satisfy everybody. 

Mr. Hanson: That will be the millenium. 

The CHAtRMAN: Shall we take up the supplementary estimates for 1929-30, 
item 321? 

Hon. Mr. Stevens: Give us a. brief explanation of why this is necessary. 
What was the miscalculation, if any? 

Sir Henry THornton: We did not at all anticipate the falling off in gross 
revenue which we had in the fall of last year. Nobody anticipated anything 
of the sort, and that just goes to show how difficult it 1s to estimate receipts 
and expenses of a railway of this sort which depends on a grain crop. We 
thought we were conservative, and we missed it, 

Hon, Mr. Stevens: That accounts for a couple of million, 

Sir Henry THornton: That accounts for the whole thing practically. 


Hon. Mr, Stevens: What about this $4,000,000, subsection E, acquisition 
of stock or securities of the Grand Trunk Western. That is part of the $6,000,000. 


Sir Hpnry THorntrons Will you explain that item, Mr. Cooper? 
Mr. Coorrr: Just what information do you want, Mr. Stevens? 
Sir Henry THornton: Mr. Stevens wants to know what that item means. 


Mr. Coorrr: That is really the Grand Trunk Western budget for 1929. 
We expect to give them that amount of money to meet their 1929 requirements, 
and to take their securities in payment. 


Hon. Mr. Stevens: Why was not that provided for in the main estimates 


of last year? Why is it appearing as a supplementary for last year? 


Mr. Cooper: There was an item in the budget for last year for the Grand 


Trunk Western. The 1929 budget was prepared as a system budget. That is, the 
revenues and expenditures and all requirements of the Grand Trunk Western 


‘: 
_ 


iS 


as 


were taken in in the 1929 budget just in the same way as the Canadian require- 


ments were. As the result of the consolidation of the Grand Trunk Western, 


we thought it would be better to take it up in the budget as a purchase of their 
securities, 
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Sir Henry Tuornton: The Grand Trunk Western properties have now 
been consolidated under a new financial structure. From now onwards the 
Grand Trunk “Western will be able to finance its capital requirements without 
either the guarantee of the Canadian National Railways or the Canadian gov- 
ernment. In that revised financial structure, instead of including this amount ag 
a budget, we provide for that by certain securities to be issued by the Grand 
Trunk Western Railway Company which the Canadian National will pur- 
chase. Those securities will bear 44 per cent, 

Mr. Coorrr: In payment of this we were to take their common and pre- 
ferred stocks. ; 

Sir Henry Tuornton: Yes, it was common and preferred stock instead of 
voting them a certain sum in the budget. | 

Mr. Hanson: This is an operating deficit, is it? 

Si Henry Tuornton: No, no, It is a loan to the Grand Trunk Western 
in return for which we take common and preferred stock. 

Mr, Hanson: For all their requirements? 

Sir Henry THornton: For this amount. After this year the Grand Trunk 
Western will do its own financing for its capital expenditure requirements. 

Hon. Mr. Stevens: Last year or the year before we authorized the pro- 
posed reconstruction of the Grand Trunk Western, ~ : 

Sir Henry Tuornton: It was the year before, I think. 

Hon, Mr. Stevens: I understood at the time that the reconstructions of 
their financial arrangements would take care of everything, and there was 
some suggestion— 

Sir Henry Tuornron: And it worked out that way, : 

Hon. Mr. Stevens: That is what puzzles me, if that were done why we 
should be called on now to vote 24,000,000, I cannot quite see why it should be 
necessary. 3 

Sir Henry THornton: Will you explain that, Mr. Cooper? 

Mr. Coorrr: I think the explanation would be that the application to the 
Interstate Commerce Commission was based on a step-up as of December, 1928, 
and that was all the authority we had from the commission, | 

Hon, Mr. Stevens: We had that here, we had it before the committee, 


Mr. Cooper: But I am speaking of the proposed consolidation that dealt 
with the Grand Trunk Western as of December 1928. 


Hon. Mr. Stevens: But, as I say, we had the Interstate Commerce Com- _ 
mission documents here. I remember the tremendously complicated long state- 
ment. | 3 

_Mr. Coorer: The authority of the commission did not issue until, I think it — 
was, in December 1929. In the meantime the Grand Trunk Western require- _ 
ments had to be financed, We could not go before the commission again — 
during 1929 and get additional authority to issue securities to take care of the | 
1929 requirements. We only had authority to deal with the situation down — 
to 1928. , = = 

Hon. Mr. Srevens: If the 1928 set-up took care of all your capital require- 
ments there ought to be some surplus out of the main funds you realized out of — 
the main issue to take care of that. This is not a deficit, of course. 4 

Sir Henry Tuornton: No, there is no deficit. Those are securities of — 
the Grand Trunk which we are taking, really purchasing from the Grank Trunk — 
Western to meet advances which we made to them to assist them in the interim. — 
Ultimately those securities can be sold if we wish, and we can recoup oursely 
for the money so loaned. ne 
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Hon Mr. Srevens: Apparently the set-up was not Sacent to take 
~ care of the capital requirements of the system. 

c ‘Mr. Cooper: The set-up was sufficient, but we did not get authority from 
: Fite Interstate Commerce Commission sufficient to carry on after 1928. 

& ~ Hon. Mr. Stevens: I do not want to delay the committee, but if the set-up 
eras sufficient and certain works were required prior to the realization of that 
set-up, then when the set-up was put into effect you ought to have sufficient 

to take care of this. 

S Mr. Coorer: The application to the commission, as I said, was based on 
- the situation down to 1928. They would not give us permission to issue securi- © 

ties in advance for 1929 requirements. : 

Hon. Mr. Stevens: You may not be able to issue your bonds for six 
months, but when your bonds are issued you take care of any expenditures 

- made in the interim. The point is this: that your senior securities authorized 

_ by the Interstate Commerce Commission were not sufficient to meet your require- 

ments, and now you want some additional funds, and you are given some 
‘common stock— 

. Mr. Coorer: The authority of the commission covered the requirements 
to December, 1928. We could not ask the commission for authority to cover 
- the 1929 requirements. We did not know what they were. They will not 

give us authority in advance. In the interval the Canadian National had to 
advance the money. : 
Hon. Mr. Stevens: What about next year? 
Sir Henry THoRNTON: Next year is provided for. 
Hon. Mr. Stevens: Where, Sir Henry, and how? 
Sir Henry THornton: From now onwards. I mean, after this is done, 
after this year, the Grand Trunk Western finances itself irrespective— 
Hon. Mr. Crerar: That is, after 1929. 
Mr. Hanson: You will still have to go to the commission. 
Sir Henry THornton: Of course, we are subject to the laws of the 
country. The Grand Trunk Western next year will have, first of all, the 
interest on the bonded indebtedness—I think it is six per cent on the preferred - 
stock—and will earn four and seven-tenths on the common stock. With an 
earning capacity of that sort and an operating ratio of around 71 to 72 per 
cent the railway can finance itself, as any private corporation does. 
Mr. Hanson: But last year, 1929, you could not do it. 
Sir Henry TuHornton: Yes, we could do it, but for the reasons given 
we were not in a position to do it legally, and due to our inability to secure 
permission from the Interstate Commerce Commission we were obliged to 
advance some $4, 000 000, which) ‘we now get back in the form of bonds and 
securities. * 
Mr. Hanson: You have been carrying them in the interim, and now 
- you want to get it from the government. 

Sir Henry THorNToN: Precisely. 

Hon. Mr. Crerar: And the stock or securities are deposited with the 
- government here. | 

Sir Henry Tuornton: . Deposited with the government. 
Hon. Mr. Srrevens: Yes, but they are junior securities. 
_-. ‘Str Henry TuHornron: Yes, but they are earning their interest. 
Hon. Mr. Srevens: You do not provide in the general set-up sufficient, 
3 that is to say, you are $4,000,000 short. 
me 7622—34 
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Sir Henry THornton: Put it that way if you like. 

Hon. Mr. Stevens: We will say you could not do it. Next year, supposing 
you have four or five million dollars, or two million dollars capital expenditure 
to provide for, how are you going to do it? 

Sir Henry THornton: That will be by the sale of Grand Trunk Western 
bonds in the same way that a private corporation would finance its requirements. 

Mr. Hanson: Your earnings are sufficiently large to allow you to do that? 

Sir Henry THornton: The property is earning all of its fixed charges 
together with six per cent interest on its preferred stock and about five per 
cent on its common stock. 

Hon. Mr. Stevens: Why could you not sell enough of the next issue to take 
care of this? 

Sir Henry THornton: We probably will. | 

Hon. Mr. Srevens: The reason I ask that is this: When we went into this — 
Grand Trunk Western before the understanding was that the new set-up was 
going to take care of the whole picture, whatever it was. I think it was 
$22,000,000, or more than that. That is the reason I am querying this 
additional $4,000,000. : 

Sir Henry THornton: The total amount of money that has been put into 
the Grand Trunk Western is fifty-nine and a half million dollars. The fair 
market value of the securities which we received to-day is $88,340,000. 

Mr. Hanson: What is the form of those securities? 

Sir Henry THorNnTon: $26,000,000 in common stock, $23,000,000 in preferred 
stock, $9,650,000 in debentures, and $29,000,000 in bonds. That represents the 
fair market value to-day of those securities. The preferred stock has no voting 
rights, so that we could dispose—we will dispose of the bonds and debentures, 
and we could dispose of the preferred stock and still retain control of the road 
through the common stock. In other words, by this arrangement that has been 
made we take out of the property all the money that we ever put into it, and 
still retain control. 

Hon. Mr. Stevens: And this year you anticipate a return of three per cent 
on the common stock? 

Sir Henry TuHornton: Nearly five. Wait, I made a mistake in those 
figures. It is about 18 per cent on the common stock. 

Mr. Hanson: They ought to be able to shift for themselves. _ ; 

Sir Henry THornton: That is what I say. From now onwards the Grand 
Trunk Western will be able to very readily shift for itself, 

Mr. Hanson: You regard that, then ag a very profitable part of the road? 

Sir Henry THornton: Yes. . 

Mr. Hanson: What proportion of the common stock do you own? 

pe Henry THORNTON: We own all the preferred stock and all the common 
stock. 

Mr. Hanson: It is a subsidiary, which in the past the parent company has 
had to finance, and now it is in such a good earning position it will be able to — 
do it itself, 

Sir Henry THornton: Yes, that is it. 

Mr. Hanson: It would bea good thing if you could sell some of those — 
securities and pay ‘back the government some of the money. 

Sir Henry THornton: That is what we propose to do. — 

The CHarrMan: Shall item 321 carry? 

Item agreed to. 
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‘The CHarrMan: Item 322. 

‘Hon. Mr. Srevens: That is statutory. 

Mr. Hanson: I am just wondering why it is necessary to vote it each year. 
The CuarrMan: It is provided by law. 
Hon. Mr. Crerar: It has to be voted, I understand, under the act. 


The CuarrMAN: Shall the item carry? 
Item agreed to. 3 

| The CHAIRMAN: We will now take up items 324 and 325, Canadian Govern- 
-ment Merchant Marine, page 4. 

Colonel CantuEy: We have the whole matter dealt with in this. 

The CHAIRMAN: 324 deals with the Canadian Government Merchant Marine, 
and 325 deals with the West Indies service. We thought you might have some 
- questions to ask, Colonel Cantley. 

Colonel Cantury: Thank you very much. So far as the merchant marine 
is concerned I want to again emphasize my view in regard to the disposal of 
these boats. I do not need to go over the arguments I used before because I 
think they are well known to the members of the committee. The situation is 
really getting worse. The boats are getting older, and the trades in which 
they can profitably be employed, if any remain, are getting fewer every year. 
Fortunately you have disposed of several of them during the past year, and I 
should like to see you dispose of the whole of them, every one of them. We are 
committed now, in this West Indies service, to quite an expensive service. I 
approve of it. It is a first-class service; there is no better anywhere. It is 
well manned, it is well operated, and I think it will be productive of great 
good. Unfortunately, during certain months of the year, the passenger traffic 
is, and will, of necessity, be very limited, at least for some considerable time, 
but notwithstanding that, I am in favour of it. And when I say that I am 
not forgetting that we have a large commitment, about ten million dollars, and 
we will-certainly, I fear, face annual deficits for some time, but notwithstanding 
all that I subscribe to it unreservedly. I want to get clear of these boats, 
however. You have thirty-one vessels there, and their value is decreasing 
every year. A resurvey must be made of them, and that is the most important 
reclassification that any steam vessel has, it is the critical period in their 
life, when larger expenditures must be made if she is to maintain her class. 
I do not think you can show me in the whole list of thirty-one vessels where 
one of them can show you a substantial profit. Possibly I am wrong; you have 
the accounts, I have not. I again urge on the management to get clear of 
_ these boats just as fast as they can. 

Sir Henry THornton: I think the thought that is probably in your mind— 
and you can correct me if I am wrong—is that the maintaining of the govern- 
ment merchant marine with sufficient implements is a desirable thing for the 
country. 7 

Mr. Cantipy: There was a time when I will admit, that is correct, but 
that time has gone past in my judgment. 

Qiy Henry THornton: Is it your thought that we should dispose of our 
boats and go out of the marine business altogether? 

Mr. Cantury: Yes, Sir Henry. You either have to do that, in my Judg- 
ment, or reinvest an enormous amount of money on boats which are up-to-date, 
which these are not. 

Sir Henry THornton: That is quite correct, Colonel. With your general 
statement I am certainly in complete accord. That is, we should either equip 
ourselves with modern, efficient implements, or go out of business, one of the 
_ two. As Colonel Cantley says, we have been working for a good many years 
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with implements which were ill-adapted for the purpose. We inherited those 
implements. The ships were built at the time under certain circumstances 
which justified probably their construction, but they are not, generally speak- 
ing, economic vessels, but that question of policy is probably something which 


report, so I will content myself now by saying that we should do one thing or 


the whole merchant marine situation. 
Mr. Cantizy: I thought that was what we were doing. 
Sir Henry Tuornton: I thought the chairman wanted to pass on these 
estimates. | 
The Cuatrman: There is item 324; also 325, 326 and 327. We left it over 


for Colonel Cantley in his absence. There may be some discussion on that item 
325. | 


Mr. Hanson: Before you pass 325, 1s this item, the actual deficit in operation 
during the calendar year ending December 31st? . : 

Sir Henry Tuornton: Yes. 

Mr. Hanson: Does that take care of the necessary depreciation? 

Sir Henry Tuornton: It takes care of all necessary charges — 

Mr. Hanson: All necessary charges, including depreciation. In actual 
operation, how did you make out? - 

Sir Henry Tuornton: I will have to get that from Mr. Allen. 

Mr. Hanson: That can be lefi until you come to it. 

Sir Henry Tuornton: I will have to hunt that out. 

Item 325 agreed to. 

Ttem 326 agreed to. 

Item 327 agreed to. 

The CuarrMan: Shall J report the resolution? 

Carried 

‘The Cuarrman: 


BILL 130 


An Act respecting the Canadian National Railways, and to provide for the — 
refunding of certain maturing financial obligations, | 7 ; 
His Majesty, by and with the advice and consent of the Senate and House — 
of Commons of Canada, enacts as follows:— = 
I. This Act may be cited as The Canadian National Refunding Act, 1930. — 
Section carried. = 
2. The Governor in Council may provide for the refunding of the notes or a 
obligations (hereinafter called “ original securities ”) of the Canadian Northern a 
Railway Company (hereinafter called “ The Northern Company ”’) and of the a 
Minnesota and Manitoba Railroad Company, mentioned or described in the = 
Schedule hereto. = 
Section carried. 


3. Subject to the provisions of this Act, the Northern Company or, in the = 
discretion of the Governor in Council, the Canadian National Railway Company ‘a 
(hereinafter called “the National Company”) may issue notes, obligations, a 
bonds, debentures or other securities (hereinafter called “ substituted securities ’ \ 
In respect. of such refunding, and the Governor in Council may authorize the 
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. cuarantee by His Majesty in the right of the Dominion of Canada, of the 

principal and interest of the substituted securities. 

Hon. Mr. Stevens: Now, where are these securities in your report, the ones 
that you are refunding? | 

Hon. Mr. Crerar: The securities are at the back of the bill. 

Mr. Hanson: Are they in the report? 

~The CuairMan: They are in the bill itself, on page 4. 

Sir Henry THORNTON: They are shown on page 28 of the annual report. 

Hon. Mr. Srevens: That is what I am asking. 

3 Sir Henry Tuornton: They are listed under the caption of ‘ Securities 
Guaranteed by the Province of Manitoba.” 

Hon. Mr. Stevens: No sinking fund was ever set up for these, of course. 

Sir Henry Tuornton: No. There is one item of $300,000 on page 29. 
| ‘Hon. Mr. Stevens: No sinking fund was ever set up by either the Canadian 
Northern or the Canadian National? 

Sir Henry THornton: No. 

Hon. Mr. Srevens: And I suppose we are not setting up sinking funds on 
the new issues; there is not much use. . 

Sir Henry Tuorntron: No, there is not much use. This is simply for 
refunding purposes. 

Hon. Mr. Stevens: How about the physical value of these properties now, 
having regard to the amount of refunding plus new issues on them, and the value 
of the physical property when taken. over? 

Sir Henry THornTon: You mean, what would be the value of the physical 
_ property to-day, as compared with the day of issue of the securities? 

: Hon. Mr. Stevens: Plus the additional securities issued since, on these 
properties. ; 

Sir Henry Tuornton: I should say, speaking offhand, and without a 
searching investigation, that the properties are well worth the face value of the 
securities which it is intended to refund. 

Hon. Mr. Stevens: Plus any expenditures? 

Sir Henry THorRNTON: Yes. 

Hon. Mr. Srnvens: The assets behind are well sustained. 

Sir Henry THorNTON: Yes. 

Mr. Hanson: You must have put a considerable amount of betterments in 
them since. : 

Sir Henry THornton: Oh, yes, they have been materially improved, and 
of course, they are an integral part of the Canadian National Railway. 

! Hon: Mr. Stevens: .That is the sensible answer. 

Sir Henry THORNTON: ‘That is so. 

Section 3 carried. 

Hon. Mr. Crprar: Those appear to have been issued at $10,000 a mile, 
that is the extent of the guarantee. 

. The CHAIRMAN: 

The substituted securities shall not exceed the aggregate principal amount 
or aggregate face value of the original securities, that is, shall not exceed 
— $20,042,038.84. | 
a Mr. Hanson: How do you propose to take care of the discount if you are 
tied down to the actual aggregate; by special vote? 
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Sir Henry TuHornton: Yes, that is right. 
Section 4 carried. | 


The CHAIRMAN: | 

(1) With respect to such refunding, the Governor in Council may, subject 
to the provisions of this Act, from 25 time to time approve or decide— 

(a) the kind of substituted securities to be issued and guaranteed, and the 

form and terms thereof: 

(6) the currency or currencies in which any issue or parts thereof may be 
made; | 

(c) the form and manner of the guarantee or guarantees; 

(d) the times, manner and amount of the issue or issues ; 

(¢) the method or manner of refunding, whether by exchange or sub- 
stitution of the substituted securities for the original securities, or by 
payment of the original securities at maturity by means of the proceeds — 
of the sale, pledge or other disposition of the substituted securities, 
any deficiency in such proceeds being provided by the issuing Company 
mentioned in paragraph (h) of this subsection; 

(f) the terms and conditions of any such exchange or substitution, or of. 

- any such sale, pledge, or other disposition of the substituted securities ; 

(g) the securing, if deemed desirable, of the substituted securities ‘by 
mortgage, deed of trust or other instrument, and the manner thereof, 
and the form and terms of any such indenture, and the trustee or 
trustees thereof; 

(h) which Company shall issue the substituted securities, that is, the 
National Company or the Northern Company, the one so selected 
being in this Act referred to as “ the issuing Company”; 

(2) the manner, terms and conditions of any temporary financing, and the 
expediency thereof, and the form and terms of temporary substituted 
securities and temporary guarantees. a : 

(2) The guarantee or guarantees may be signed on behalf of His Majesty 
by the Minister of Finance or the Acting Minister of Finance, or by such other 
person as the Governor in Council may from time to time designate, and such 
signature shall be conclusive evidence for all Purposes of the validity of the 
guarantee and that the provisions of this Act have been complied with. 


Mr. Hanson: That is the standard form, leaving the whole thing to the 4 
determination of the Governor in Council. . 


Sir Henry Trornton: That is the form that has been prescribed, and 
followed on many occasions. 

Hon. Mr. Crerar: It seems to be the standard form. 
Mr. Hanson: You have to do that when the securities are sold to the - 
public. | 

Section } carried. 


The CHAIRMAN: 


The proceeds of any sale, pledge or other disposition of the substituted a 
Securities shall be deposited in the first place to the credit of the Minister of = 
Finance and Receiver General of Canada, in trust for the issuing Company, in a 
one or more banks designated by him, and shall from time to time be released 
or dealt with by the said Minister in such amounts and in such manner as 
shall, in the opinion of the Minister, be required to carry into effect the spur- 
poses of this Act. | -- 

Mr. Hanson: That also is the usual form of procedure; I do not know why 
you have to do it. , a. 
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3 Sir Henry THorNToN: It has been the practice, 1 do not know just. why, 
put it seems to be working all right. 

? Section 6 carried. 

~ The CHAIRMAN: | 

(1) The issuing Company shall adopt the principle of competitive bids or 


“tenders in respect of any sale of the substituted securities, but shall not, sub- 


ject to the provisions of paragraph (f) of section five of this Act, be bound to 
accept either the highest or lowest or any bid or tender made or obtained, nor 
be precluded from negotiating for better prices or terms. 3 
(2) This section shall not apply to temporary financing in whole or in 
part by way of pledge or otherwise of the substiuted securities, either in per- 
manent or temporary form, where the Governor in Council approves such tem- 
porary financing and the terms thereof. 


Mr. Hanson: Has this been the usual practice? 
Sir Henry THorNTon: By tender, yes. 


Mr. Hanson: It is by statute, I suppose, but 1t seems to me that the rail- 
ways should be allowed to use their best judgment. 


Sir Henry Tuornton: I think that is part of some statute or other, which 


was passed a few years ago, that we are obliged to call for tenders with respect 


to an issue of securities of that sort. We have the privilege of rejecting tenders 
if they are not satisfactory. _ 
Section 7 carried. 


The CHAIRMAN: 


The original securities coming into the possession of the issuing Company 
by means of such refunding may be cancelled and cremated in the presence of 
a representative or representatives of the Minister of Finance and of the issuing 
Company, and (if desired by them) of any Trustees affected, and certificates of 
such cremation, signed by such representatives, shall be filed with the Minister, 
the issuing Company, and with the Trustees (if desired by them), and any 
such certificate shall be conclusive evidence for all purposes of the cancellation 
and cremation of the original securities covered thereby. 


Hon. Mr. Sreven: So long as you see that they are well burned. 
Section 8 carried. 


~The CHAIRMAN: 


SCHEDULE 
DESCRIPTION OF ORIGINAL SECURITINS 


(a) Canadian Northern Railway Company 4 per Cent 
(Ontario Division) First Mortgage Debenture Bonds 
for £1,168,100 or $5,684,753.33, dated September 30, 
1901, and maturing June 30, 1930. These bonds 
are secured under mortgage dated September 30, 1901, 
and are guaranteed as to principal and interest by the 
provipce of Manitoba. They were issued at the rate 
of $20,000 per mile in respect of the mileage between 
Port Arthur and Rainy River, about 290 miles, to con- 
struct the said mileage and to retire a previous issue 
of 44 per Cent (Ontario Division) First Mortgage 
Debenture Bonds dated June 30, 1900.....--.----+:- $ 5,684,753 33 
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(b) Canadian Northern Railway Company 44 per Cent 


(d 


(e 


qe” 


—/ 


(Ontario Division) First Mortgage Debenture Bonds. 


for £12,300 or $59,860, secured under mortgage dated 
July 6, 1900, the bonds being dated June 30, 1900, and 
maturing June 30, 1930. These bonds form part of 
£1,180,400 or $4,745,586.66 of bonds issued at the rate 
of $20,000 per mile. These bonds were not guaranteed 
by the province of Manitoba but were exchangeable for 
guaranteed bonds of the issue mentioned in paragraph 
(a); the bulk of the issue was exchanged accordingly ; 


this item represents the balance eX GHA Ged ee 


Canadian Northern Railway Company 4 per Cent 
First Mortgage Consolidated Debenture Bonds for £2,- 
216,300 or $10,785,993.31, dated June 30, 1904, and 
maturing June 30, 1930. These bonds are secured 
under mortgage dated May 30, 1904, and guaranteed 
as to principal and interest by the province of Mani- 
toba. These bonds were issued at the rate of $10,000 
per mile in respect of the construction of the main 
and branch lines in Manitoba. A part of the issue was 
exchanged for underlying bonds and to procure the 
discharge of prior mortgages on the consolidated lines. . 


Canadian Northern Railway Company First Mortgage 
4 per Cent Debenture Stock for £587,671 or $2,859.- 
998.87, issued under mortgage dated March 1, 1910, 
and maturing June 30,1930. The stock was guaranteed 
as to principal and interest. by the province of Mani- 
toba and was issued at the rate of $13,000 per mile. 
The proceeds of this stock were used for the construc- 
tion of branch lines in Manitoba... 2..7,.. = 


Canadian . Northern Railway Company 4 per Cent 
(Gilbert Plains Branch) First Mortgage Bonds for £500 
or $2,433.33, dated November I, 1900, and maturing 
November 1, 1930. These bonds are secured under 
mortgage dated November 1, 1900, and are guaran- 
teed as to principal and interest, by the province of 
Manitoba. They form part of £44,600 or $217,540.00 
of bonds issued at the rate of $8,000 per mile, the bal- 
ance having been exchanged for 4 per Cent First Mort- 
gage Consolidated Debenture Bonds dated June 30, 
1904. The proceeds of the issue were used for the con- 
struction of about 27 miles of line from Dauphin to 
Grandview, Matitoba.. 1s.) 2 4 Se 


(f) Canadian Northern Railway Company First Mortgage 


4; per Cent Gold Bonds (Prince Albert Branch) dated 
December 31, 1903, and maturing June 30,1930, These 
bonds were issued at the rate of $10,000 per mile, and 
are secured under mortgage dated December 31, 1903. 
The bonds were not guaranteed. The proceeds were 
expended towards the construction of about 69 miles 
of the Prince Albert Branch in Saskatchewan from 
Erwood to a point 100 miles east of Prince Albert, 
Saskatchewan... .. ..... ..° ie anaes tana ints 
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59,860 00 


10,785,993.31 


~ 


2,859,998 87 


~ (g) Minnesota and Manitoba Railroad Company 4 per 
Cent First Mortgage Gold Bonds for $349,000, dated 
vg October 1, 1900, and maturing October 1, 1930. T hese 
a bonds were isued at $8,000 per mile under mortgage 
dated October 1, 1900. They form part of $352,000 
of like bonds held by the province of Manitoba as col- 
lateral to an issue of $349,000 of province of Manitoba 
Bonds dated October 1, 1900, maturing October 1, 1930, 
which were delivered to the said railway company 
under the provisions of chapter 43, section 2, sub- 
section 2, of the Statutes of Manitoba, 1898. The pro- 
ceeds from the sale of the province bonds were used ~ 
in the construction of 43-7 miles of railway line in the 
state of Minnesota which is leased by the railway com- 
pany to the Canadian Northern Railway Company. 
The $352,000 of Minnesota and Manitoba Railroad 
Company’s bonds were calculated on the estimated 
mileage of 44 miles at $8,000 per mile and the $349,- 
000 of Province Manitoba Bonds were issued on the 
actual mileage of 43-7 miles. The railroad company’s 
liability is therefore only to pay $349,000 of Min- 
nesota and Manitoba Railroad Company bonds........ 349,000 00 
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Schedule carried. 


The CHAIRMAN: Shall I report the bill? 
Carried. 


The CHAIRMAN: 
BILL 131 


An Act, respecting the Canadian National Railways, and to provide for. certain 
‘financing in connection with certain lines of railway located principally 
in the State of Vermont, 

- His Majesty, by and with the advice and consent of the Senate and House 
of Commons of Canada, enacts as follows:— 
1. This Act may be cited as The Canadian National (Central Vermont) 

Financing Act, 1930. . 
Mr. Hanson: You might give us a brief outline of what has been done 

with the Central Vermont. I understand it has all been reorganized. 


Sir Henry THorNToN: Yes. 

2 Mr. Hanson: I suppose it would be impossible for this subsidiary to 
finance itself. 

Sir Henry THornton: Yes, it will. The history of the Central Vermont 
is this: It was acquired by the old Grand Trunk Company a good many years 
ago, largely for the purpose of providing an outlet for eastbound freight into 
New England, and westbound freight from New England. The railway, for 
many years was operated at a deficit. About three years ago there ogcurred 
disastrous floods in the state of Vermont, which practically wiped out a large 

percentage of the mileage, and cost for rehabilitation, $2,406,000. 
- _ Mr. Hanson: You had to put up that money? 

Sir Henry THornton: Yes. The Grand Trunk owned, I think it was, 

73 per cent of the stock. We did not see any reason why the Canadian National 
Railways should rehabilitate for the benefit of the minority shareholders; 
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accordingly the property was put into receivership. The receivers sold certifi- 
cates to the extent, I think it was $5,000,000, of which $2,400,000 was for 
rehabilitation purposes, and the balance for making necessary improvements 
during the process of rehabilitation. ‘That is to say, in rebuilding the railway, 
there were certain improvements and some alteration in line which could be 
done much more cheaply at that time than to have rehabilitated the railway 

at some subsequent date, and making those improvements. The amount that — 
was spent in improvements was practically $2,600,000, so, between the two, « 
between rehabilitation and improvement undertaken, there was approximately 
$5,000,000 involved. As a result of the receivership administration, and the 
acquisition of new equipment, heavier locomotives which were purchased under 
the receivership, the property was found to be an asset instead of a liability. 
Our original investment in that property amounted to about $16,000,000. 
Actually, the original investment in the Central Vermont amounted to 
$15,800,000. 

Mr. McLean (Melfort): That is the original Grand Trunk investment? 

Sir Henry Tuornton: Yes, that is it; the date we went into receivership 
the Grand Trunk had invested $15,800,000. In taking the property out of 
receivership— 

Mr. Hanson: Does that include the Southern New England? 

Sir Hanry THorntTon: Yes. 

Mr. Hanson: That was a subsidiary of the Central Vermont. . 

Sir Henry THorNTON: That is a subsidiary of the Central Vermont. Now, 
that was an adventure which was undertaken by the old Grand Trunk adminis- 
tration, to build a railway from a point on the Central Vermont into Providence. — 
The project was held in abeyance during the war, nothing was done with it, and. 
when the present administration took possession of the property, it was a ques- 
tion whether we would go on with that, which would involve a total expenditure 
of fifteen or sixteen million dollars, eight or nine million dollars having already | 
been put into it, or whether it should be abandoned. After careful consideration 
it was decided it would be cheaper to abandon than proceed. As a matter of 
fact, personally, I think it should never have been undertaken, nevertheless it 
was undertaken, and a considerable amount of money was spent, and about that — 
much more money again would be required to complete it, so our officials and 
myself could not see any opportunity or probability of getting our money back. _ 

Mr. Hanson: No salvage? 

“Sir Henry TuHorNTON: There will be salvage for right of way, and that 
is now going on. 

Mr. Hanson: There are negotiations. 


Sir Henry THornton: There are negotiations. The Southern New Eng- 
land was put into receivership for the purpose of liquidating the property in — 
favour of the creditors, of which the Central Vermont was the principal creditor. 
We will probably get somewhere between one and two million dollars out of it; a 
but the sum will by no means meet what has been put into it. & 

Mr. Hanson: I was down there the other day, and I read in the newspapers 4 
where it stated that a certain group or groups were said to be negotiating, not 
for the continuation, but for the taking over of the property. : - 

Sir Henry THornron: The people of Providence are very anxious that — 
that railway should be completed, and they are endeavouring to organize a com- 
pany to purchase the right-of-way, and complete the railway. Of course, our 
only object is to sell the right-of-way and get out of it. Probably this group — 
will pay us more for the right-of-way than could be obtained in any other way 
At any rate, if they are prepared to pay a satisfactory price they can have it. 
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Hon. Mr. Crerar: That is the Southern New England. 

Sir Henry THorNTON: Yes. 

Mr. Hanson: Excluding that, you have $15,000,000 in it. 

Hon. Mr. Crerar: It is more than that. 

Sir Henry THornton: I will have to correct my figures. I said at the time 


it went into receivership that we had $15,000,000 invested in the Central Ver- 


mont. That figure ought to be $25,223,000. I think we had overlooked the 


amount of money that was in the Southern New England. 


Hon. Mr. Crerar: I think that is exclusive of the Southern New Epes 
from the figures they gave me. 


Sir Henry THornton: That is the new organization, that is what it is now. 
The $25,000,000, that is the amount of money we had invested in the property 
at the time it went into recefvership. 


Mr. Hanson: At the time of the flood. 
Sir Henry THornton: Just before the flood. 
* Hon. Mr. Stevens: You have had it a long time, then. 
Sir Henry THorntTon: I am afraid I did not catch the significance of that. 
Hon. Mr. Stevens: You said, before the flood, and I remarked that that 


was a long time. 


Sir Henry THornton: But when the flood was over, and it came out of the 
receivership, it was not accompanied by the same celebration that Mr. Noah 
indulged in. The new financial structure provided for includes stock $2,191,000; 
bonds $12,830,000; and advances in the form of notes, $25,768,000, that is the 


~ face value. The cost purchase price will be $38,860,000. It is estimated this 


year that the railway will pay on its bonded indebtedness, all its fixed charges, 
and will earn about $6.79 per share of common stock. That was its actual per- 
formance last year. 


Hon. Mr. Stevens: When you say common stock, do you mean on all the 


- balance you have in it? 


Sir Henry THornton: Yes, everything. 
Hon. Mr. Stevens: Does that figure you have given us, $38,000,000, include 


this $8,600,000? 


Sir Henry THornton: It includes the loss on the Southern New England. 
Hon. Mr. Stevens: Yes. Does it include this $8,600,000 we are voting in 
this bill? 
_ Sir Henry Tuornton: Yes. 
Hon. Mr. Stevens: Is it your intention to reeonstruct the financial structure? 


Sir Henry TuHornton: That has been done. What is this item, Advances, 
$25,000,000? What stands against that? 


’ Mr. Coorrer: That was at the date of the receivership. 
Sir Henry THornton: What did we get in return for that? 


Mr. Cooprr: We had invested at the date of receivership, $25,223,464.75. 
During receivership we took up bonds which the Canadian National guaran- 


ve teed, $8,601,600. We purchased certain preferred claims, $21,779.79. We 


assumed certain liabilities amounting to $13,931.46 which was outstanding at 


¥ the close of the receivership and we took up receiver’s certificates, $5,000,000, 


which made a total of $38,860,776 against which we shall receive new securities 


to the extent of $27,000,000, made up of common stock, $10,000,000; 54 per 
cent debentures, $5,000 000: ‘and 5 per cent bonds, $12, 000 ,000. 
-Hon. Mr. STEVENS: I de not get those last figures right. I make it 
i oe 000,000. 
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Mr. Cooprr: $27,000,000 is received as against our investment of $38,000,000. 

Hon Mr. Crerar: And that was made up of the particulars Mr. Cooper a 
gave you. : 
Sir Henry THornton: When I gave the total of $40,000,000, that repre- 
sents the face value of the securities which we hand over. Now we get back 4 
securities valued at $27,000,000; in other words, we had $38,800,000 in the aS 
property, and we got $27, 000 000 out, and the balance, the difference between 
$38,000,000 and $27,000, 000, or $11, 000 000, is made up of the 23 million dollars 
approximately, which was spent in improving the property, ate less of about. - 
$8,000,000 on the Southern New England, and as against that, there will be 
whatever salvage we get out of the Southern New England itself. 


Hon. Mr. STEVENS: What are those two items, Mr. Cooper? 
Mr. Cooper: I am speaking of the $27, 000,000 of new sceurities, which we - 


are to receive. That is represented by $10,000 000 of common stock, $5,000,000" 5 
of 54 per cent debentures, and $12,000,000 of five per cent bonds. = 


Hon. Mr. Srevens: Sir Henry, a minute ago you gave us some figures ie 
about your bonds. How much was that?. 


Sir Henry THornToN: I said that last year, on the basis of this financial 
statement, the railway earned its interest on its bonds. 

Hon, Mr. Stevens: Amounting to how much? 

Mr. Coormr: $875,000. . 

Mr. Stevens: How many millions of bonds? You gave it a minute aE: 

Mr. Cooper: $5,000,000 debentures and $12,000,000 bonds. . 

Hon. Mr. Stevens: The question I asked a moment ago was in connection | 
with the six per cent you said you were earning. Was that on the $21,000,000? 

Sir Henry THornton: JI said there is left, after the interest on the fixed — 
charges has been met, an amount which equals $6. 79 per share dividend. . 

Hon. Mr. Stevens: That is on the $10,000,000 common ee 

Sir Henry THORNTON: Yes. 


Hon. Mr. Stevens: Well, then, that would leave you $11,000, 000 really ee 
dead investment. 


Sir Henry THornton: Yes, that is right. 
Mr. McLean (Melfort): That has been wiped out in the reorganization. 


Sir Hanry THornton: It is not wiped out. It has got to be charged first me 
to the unfortunate Southern New England division, — and secondly to flood 
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destruction, 


Mr. McLean (Melfort): Yes, you have not new Seu to show for it. 
Sir Henry THornron: No, that is gone. That will never come back. 
Mr. Betu (St. Antoine): You own all the stock now, Sir Henry. 

Sir Henry THoRNTON: Yes, | a 
Mr. Bexx (Ste. Antoine): Originally you had 70 per cent of the stock. = ; 
Sir Hanry THornton: Yes. Now we own all the stock, and the railway, — a 


as I explained a moment ago, is meeting the interest on its funded ee with asa 
margin equal to $6.79 a year dividend on the common stock. aa 


Hon, Mr. Stevens: That raises this question, however: We have an. item 
of $11,000,000 that we put into that; it is there and it is gone. _ 5 

Sir Henry TuHornton: That is right. ie 

Hon. Mr. Stevens: Should not that be lifted out of that investment 


entirely, and written off as a dead loss, or else should you not issue yoursel pe 
some common stock and aim to earn a return on it? 
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Sir Henry THornton: It has been written off now. 

Hon. Mr. Stevens: Where does it appear? 

Mr. Cooper: It was written off to profit and loss account in 1929. 

Hon. Mr. Stevens: It was not written off in your operating profits. 
Mr. Cooper: It would not be written off into operating account, but it was 
charged to the corporate surplus account. 

Hon. Mr. Srevens: What page is that on? 

Mr. Cooprr: It is on page 16. 

Hon. Mr. Crerar: Prior to the receivership we had $33,860,000 in this 
road exclusive of the receiver certificates? 

Mr. Coorrr: Yes, sir. 

Hon. Mr. Crerar: When the receivership was lifted and the road was 
bought in, it was bought in for $22,000,000? 

Mr. Cooper: Excluding receiver’s certificates. 
| Hon. Mr. Crerar: And that $22,000,000 with the $5,000,000 receiver’s 

_ eertificates gives us $27,000,000 investment now, is that correct? 
_ Mr. Cooper: Yes. 

Hon. Mr. Srevens: It is correct if you assume that you bought it in at 
$22,000,000 from_someone else, but you bought it for $22,000,000 from your- 
selves, where you had paid $33,000,000. The fact is that there 1s $11,000,000 in 
there, which is a dead investment really. That is what you have got to keep 
in your mind. 

Hon. Mr. Crerar: There is no question, there is the loss you speak of. 

Mr. Coorrer: That loss has been dealt with. It is in account 607 on page 
16. However you cannot see it. The write off on the Central Vermont was offset 
by a write up on the Grand Trunk Western. 

Hon. Mr. Stevens: It is only $500,000 in the account I am looking at. 

Mr. Hanson: Those were the only securities that were in the hands of the 
public. Now you have 100 per cent of the reorganized company. 

Sir Henry THornton: Absolutely. : 

Mr. Hanson: You paid nothing to the minority shareholders, of course? 

Sir Henry THornton: No, they disappeared. 

By Mr. Hanson: So that you put into it the rehabilitation, and changed the 
_ whole picture? . 
Sir Henry THornton: That is right. 
Mr, Hanson: And got 100 per cent of the stock? 
Sir Henry TuHornton: That is right. 
Mr. Hanson: And you are assuming these refunding securities? 
Sir Henry Tuornton: That is right. 
The CHAIRMAN: Shall section two carry, Power for Refunding? 


a The Governor in Council may provide for the raising of the money neces- 
sary to repay the temporary loans made to the Canadian National Railway 
-~ Company (hereinafter called “the National Company’’), as successor by amalga- 
mation to the Grand Trunk Railway Company of Canada in respect of the 
_ retirement, pursuant to guarantee given by the Grand Trunk Railway Company 
- of Canada, of the Five Per Cent Ten Year Refunding Mortgage Gold Bonds 
of the Central Vermont Railway Company, dated May Ist, 1920, to the amount 
of $8,609,000. 7 
Section agreed to. 
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The CHAIRMAN: Section 3, Issue.of New Securities: 

Subject to the provisions of this Act, the National Company may issue 
notes, obligations, bonds, debentures or other securities (hereinafter called “new 
securities”) in respect of the repayment of the said temporary loans, and the 
Governor in Council may authorize the guarantee by His Majesty, in the right 
of the Dominion of Canada, of the principal and interest of the new securities. 

Section agreed to. 


The CHarrMAN: Section 4, Aggregate not to exceed Central Vermont Bonds: 

The new securities shall not exceed the aggregate principal amount or 
aggregate face value of the bonds of the Central Vermont Railway Company so 
retired, that is, shall not exceed $8,609,000. 

Section agreed to. 


The CHaAtRMAN: Section 5, Approval of Governor in Council: 

(1) With respect to such repayment, the Governor in Council may, subject 

to the provisions of this Act, from time to time approve or decide— | 

(a) the kind of new securities to be issued and guaranteed, and the form 
and terms thereof; 

(b) the currency or currencies in which any issue or parts thereof may be 
made; 

(c) the form and manner of guarantee or guarantees; 

(d) the times, manner and amount of the issue or issues; | 

(c) the terms and conditions of any sale, pledge or other disposition of the 
new securities; 

(f) the securing, if deemed desirable, of the new securities by mortgage, 
deed of trust, or other instrument, and the manner thereof, and the 
form and terms of any such indenture, and the trustee or trustees 
thereof; 

(g) the manner, terms and conditions of any temporary financing, and the 
expediency thereof, and the form and terms of temporary new securities 
and temporary guarantees. : 

(2) The guarantee or guarantees may be signed on behalf of His: Majesty 

by the Minister of Finance or the Acting Minister of Finance, or by such other 
person as the Governor in Council may from time to time designate, and such 
signature shall be conclusive evidence for all purposes of the validity. of the 
guarantee and that the provisions of this Act have been complied with. — 


Section agreed to. 


The CuHarrMan: Section 6, Proceeds to be deposited to credit of Minister of 
Finance: 

The proceeds of any sale, pledge or other disposition of the new securities shall 
be deposited in the first instance to the credit of the Minister of Finance and Re- 
ceiver General of Canada (hereinafter called “the Minister’), in the trust for the 
National Company, in one or more banks to be designated iby him, and shall from ~ 
time to time be released or dealt with by him for the purpose of repaying the 
temporary loans mentioned in this Act, any deficiency in such proceeds being pro- 
vided by the National Company. 

Section agreed to. 7 

The CuHarrMAN: Section 7, Tenders; Temporary Financing: 

(1) The National Company shall adopt the principle of competitive bids or — 
tenders in respect of any sale of the new securities, but shall not, subject to the — 
provisions of paragraph (e) of section five of this Act, be bound to accept the high- 
est or any bid or tender made or obtained nor be precluded from negotiating for 
better prices or terms. | zai 


SS 
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(2) This section shall not apply to temporary financing. 
Section agreed to. 


The Cuarrman: Section 8, Tolepcaiicn of Central Vermont Bonds: 
(1) Concurrently with or prior to the release of the proceeds of the new 


“securities, the National Company shall deposit with the Minister bonds of the Cen- 


tral Vermont Railway, Incorporated, issued under its Mortgage dated January Ist, 
1930, and described as its First and General Mortgage 5% Gold Bonds, Series “A’’, 


maturing January Ist, 1960, to the par value of $8,609,000. (hereinafter referred 


to as “the Vermont Bonds”). On the request of the National Company the 


Minister may at any time and from time to time sell the whole or any part of 


A 


the Vermont bonds so deposited, the general terms and conditions of sale being, 
however, first approved by the Governor in Council. The proceeds of any such 


“eee sale of the Vermont bonds shall be deposited to the credit of the Minister in a 


bank or banks. approved by him, to be released by him in his discretion from 
time to time for the purpose of purchasing any outstanding bonds, debentures or 


other securities of the National Company, including the new securities, or of 


any company comprised in the Canadian National Railways (hereinafter called 
“outstanding securities’) which are guaranteed as to the payment of the prin- 


cipal and interest by His Majesty in the right of the Dominion of Canada. 


(2) The price paid at any time for any outstanding securities shall not ex- 
ceed the then market price thereof. 
(3) Outstanding securities so purchased shall not be reissued, but may be 


: cancelled and cremated pursuant to the provisions of section nine of this Act. 


(4) Pending sale of the Vermont bonds, the interest paid thereon by the 
Central Vermont Railway, Incorporated, shall be turned over by the Minister 
to the National Company, to be applied towards meeting interest payments on 


the new securities. 


- Section agreed to. 


The CHAIRMAN: Section 9, Cancellation and Cremation of Securities: . 

Any outstanding securities purchased by the Minister by virtue of this Act 
may be cancelled and cremated in the presence of a representative or representa- 
tives of the Minister and of the National Company, and certificates of such crema- 


tion, signed by such representatives, shall be filed with the Minister and the Na- 
- tional Company, and any such certificate shall be conclusive evidence for all 


ie 


_ punposes of the cancellation and cremation of the securities covered thereby. 


Section agreed to. 
The CHARMAN: Shall the preamble carry? 
Carried. : 
The CHatrMan: Shail the title carry? 
~ Carried. 
_ The CrarrMan: Shall I report the bill? 
Carried. 
The CHarrMan: Shall we go on with the operating accounts as we did last 
year, item by item, in the main report of the Canadian National Railways? 
Mr. McLean (Melfort): That is the usual procedure. 
Hon. Mr. Crerar: I think an examination of this income and expenditure 


statement will eliminate the balance sheet when we come to a consideration of 


this. 
The CuarrMan: Then, page 17, Income Statement, item 501, Railway oper- 
ating revenues. 


Mr. Hanson: Sir Henry, would you care to make an estimate for the cur- 


___ rent year of your revenues, or do you not care to do so? 


7622—4 


a 


72 SELECT STANDING COMMITTEE 

Sir Hpnry Tuornton: We have already made it, and it is reflected in the 
budget. This, you understand, is for Canadian lines only, $222,000,000. 

Mr. Hanson: The income statement we: are dealing with is for the whole 
system? 

Sir Henry THorNToN: Yes, it is. The re for the system shows $269,- 
000,000 operating revenues and $218, 000,000 operating expenses. | 

Mr. Bet (St. Antoine): The total estimates are only $222,000,000. 

Sir Henry THorRNTON: This is only for Canadian lines. Mr. Hanson asked 
the question as to the gross expenses for the whole system. 

Hon. Mr. STEvENS: On page 17, $259,000,000, Railway operating revenues. 
That does not include the Grand Trunk Western? 

Sir Hpnry THORNTON: Yes, it does. 

Hon. Mr. Stevens: Does it include the Central Vermont? ea 

Sir Henry Tuornton: The Central. Vermont was not out of receivership 

so that is not included. | 

Hon. Mr. Stevens: The $269,000,000 does include the whole system now? 

Sir Henry THORNTON: Yes. 

Mr. McLean (Melfort): The difference between those two figures is the 
total revenue drop. ray | is 

Sir Henry THornton: A decrease of $16,700,000. That is the decrease in 
eross revenue. ne 

Mr. McLean (Melfort): On all the system? 

Sir Henry THorNTON: Yes, except the Central Vermont. 

The CHatrMAN: Shall the item carry? 

Item agreed to. Se : 

The CHairMAN: 531, Railway Operating Expenses and net revenue from 
railway operations. : 

Item agreed to. 

The CHAIRMAN: 582, etree ee accruals. 

Mr. Hanson: I suppose that tax business is a constantly increasing ek 

Sir Henry THornton: Well, one never knew taxes to decrease. ae 

Item agreed to. | : 

- The CuarrMan: 533, Uncollectible Railway Revenues. 

Item agreed to. . 

The CHAIRMAN: 502, Revenues from Miscellaneous Operations. 

Item agreed to. 

The CuarrMan: 5384, Expenses of Miscellaneous Operations. 

Item agreed to. 

The CuarrmMan: 535, Taxes on Miscellaneous Operating Property. 

Item agreed to. ; 

- The CuatrMan: 504, Rent from Locomotives. 

Item agreed to. a 

The CuarrMAn: 505, Rent from Passenger Train Cars. 

Item agreed to. 3 

The Cuarrman: 506, Rent from Floating Equipment. 

Item agreed to. 

The CuHatrMAn: 507, Rent from work equipment. 

Item agreed to. wa 

The Cuarrman: 508, Joint Facility Rent Income. | 

Item agreed to. 7 
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' The CuatrMAn: 509, Income from lease of road. 
Item agreed to. | 
_ The CuatrMan: 510, Miscellaneous Rent Income. 
Item agreed to. 
The CHairMAN: 511, Miscellaneous non-operating physical property. 
Item agreed to. 
The CHAIRMAN: 512, Separately operated properties—Profit. 
Item agreed to. 
The CuHarRMAN: 518, Dividend Income. 
Item agreed to. | 
The CHatrMAN: 514, Income from funded securities. 
Item agreed to. 
The CHAIRMAN: 515, Income from unfunded securities and accounts. 
Item agreed to. 
The CHAIRMAN: 516, Income from sinking and other reserve funds. 
Item agreed to. . 
The CHAIRMAN: 519, Miscellaneous Income. 
Item agreed to. 
The CuairMAN: 536, Hire of freight cars—Debit balance. 
Item agreed to. : 
The CHatrMAN: 537, Rent for locomotives. 
Item agreed to. 
The CHAIRMAN: 538, Rent for passenger train cars. 
Item agreed to. 
The CHarrMAN: 539, Rent for floating equipment. 
Item agreed to. 
The CuHatrMAn: 540, Rent for work equipment. 
_ Item agreed to. 
The CHAtrMAN: 541, Joint Facility Rents. 
Item agreed to. | 
The CHAIRMAN: 542, Rent for leased roads. Item agreed to. 
The CHarrMAN: 5438, Miscellaneous rents. Item agreed to. 
The CuHarirMAN: 544, Miscellaneous tax accruals. Item agreed to. 
The CuHatrMan: 545, Separately operated properties—Loss. Item agreed to. 
The Cuatrman: 546, Interest on funded debt. Item agreed to. 
Mr. Hanson: Just what is 545? | 
Sir Henry THornton: It is the Montreal and Southern Counties Railway, 
the Oshawa Railway, the Thousand Island Railway, the Montreal stockyards, 
the Montreal Freight and Terminal Company, our proportion of the loss of six 
months’ operation on the. Northern Alberta Railways— _ 
' Mr. Hanson: Are these companies that you operate and do not own? 
Sir Henry THornton: We own them, but they are miscellaneous proper- 
ties; they are not railway properties. 
Mr. Hanson: They are not in the system. 
‘ Sir Henry THornton: For instance, the Montreal and Southern Counties 
Railway is a tram line which runs from Montreal on the southern side of 
the river. 
_ Mr. Srevens: The Montreal Freight Terminals, is that the one we were 
discussing before? Is not there an item in here of half a million dollars for 


expenditure on that? I think I saw one here somewhere. 
7622—4} 


74 SELECT STANDING COMMITTEE 


Sir Henry THornton: There is an item in the budget for it, I expect. 
Hon. Mr. Stevens: What is the idea of continuing that? 


Sir Henry THornton: Well, that was a fruit and produce terminal that 


was organized for the purpose of handling fruit and vegetables in Montreal. It — 


has been in operation for two months, and we expect that to improve. 
Mr. Hanson: Is that in connection with the West Indies line? 
Sir Henry THorNTON: Yes. 


Mr. Hanson: In other words, you had to organize a tarkebne centre 


there? 
Sir Henry THORNTON: Yes. 
Mr. Hanson: And the railway had to do that? 
Sir Henry THorNToN: There seemed to be so much conflict and fetta 


amongst the produce people that someone had to take hold of the thing, oe », 


we did. 
Hon. Mr. Srevens: And you are organizing one in Regina too, are you not? 
Sir Henry THornton: I do not think so. 
Mr. Burnap: I think not. 


Hon. Mr. Stevens: Building of new freight house, Resins: extension te 


warehouse in Winnipeg. 
Sir Henry THorNToN: That is in connection with our own facilities. 
Hon. Mr. Stevens: $185,000. 


Sir Henry THorntTon: That is our own enuiety: That is in “connection 
with the handling of fruit and vegetables. 


Mr. McLean (Melfort): Would that be storage as well as handling? 
Sir Henry THornton: There is some storage space in ‘it. 

Mr. Geary: Have you provided similar facilities in Toronto? 

Sir Henry THornton: Yes, we have a warehouse there. 

Mr. Geary: I mean a fruit market. 


Sir Henry TuHornton: No, we do not own a fruit market in Toronto. 
Offhand, I do not know just what they do in Toronto about marketing fruit. 


Mr. Geary: You have a team track and sidings, I think, but yay have no 
building. They use your old station there. 


Mr. Smart: They rent part of it. 

An hon. Memper: The stuff is not brought in on consignment, is it? 
Sir Henry THorntTon: That is right. 

An hon. Mremper: They are shipped in and auctioned. 

Sir Henry TuHornton: That is right. 


Mr. Hanson: They compete with the United Fruit, a pene institution, no 


doubt about it, and your competition is pretty keen. 
Sir Henry THornton: Very keen. 


Mr. Betu (St. Antoine): The Terminal Warehousing Company Timid in = 


Exhibit F, subsidiary companies’ estimated capital expenditures. 


Sir Tne THORNTON: I think that is an extension to the’Montreal ware- 
house. 


think you are interested in it. 


Sir Henry THornton: That is a warehouse that we built in Montreal, an 


additional warehouse. 


Mr. Bary (St. Antoine): It has nothing to do with fruit and vegetables. : 


Hon, Mr. Srevens: The Terminal Warehousing Company Limited, 1 


Cina ae { 


is 
es 


# 


Ny Po ee xt ; 4a Wet 
“Miobwuk 2. A) & UA hk 3A a IF ae 


RAILWAYS AND SHIPPING 75 


Sir Henry THorNtTon: No. 
Mr. Hanson: Item 546, that was the funded debt held by the public up 
to the end of 1929? 
Sir Henry THornton: That is right. 
. Hon. Mr. Stavens: Now it will be $50,000,000 next year under your esti- 
mate. 


Sir Henry THornton: Yes. 
The CuairmMan: Item 546A, Interest on Dominion government advances. 


Mr, Hanson: That is a perennial subject. How are you getting along 
with your scheme of reorganization, or what are you doing? Perhaps you do not 


want to talk about it? 


Sir Henry THornton: I am perfectly willing. We have made our recom- 


= mendations and reports. I think it is in the hands of the government. Perhaps 


_ Mr. Crerar might like to answer that question. 
Hon. Mr. Stevens: When is the minister going to bring them down? 
’ Hon. Mr. Crerar: Not the financial reorganization this year. 
Hon. Mr, Stevens: Why? 
: Hon. Mr. Crrrar: We had proposed to bring ir in a bill for the amalgamation 
of those various roads. Notice, I think, was given in the Speech from the 
Throne, but we did not make any progress with the legislation before the 
Easter adjournment, and I think it is very doubtful now whether that measure 
will be brought in. 
Mr. Hanson: The Prine Minister said there would be nothing of that 
sort. : 
? Hon, Mr. Crerar: Yes, that is in view of the pending dissolution of parlia- 
ment. 
Hon. Mr. Srevens: It is a big job. 
Hon. Mr. Crmrar: Yes, it is a big job. Of course, I must confess frankly, 
Mr. Chairman, that I came in here about the middle of February, at the com- 
mencement. of the session, and I have not been able to get a clear idea of what 
is involved in the financial reorganization beyond this, that I know it is a very 
immense task. But the amalgamation should be proceeded with by parliament. 
I doubt, however, if it can be done now at this session, but it certainly should 
be proceeded with at the next session, and I should like to see some serious 


2 _ study made of the whole reorganization ‘of the financial structure of the railways, 
with a view to securing definite legislation. 


Sir Henry THornton: Of course, the investigation has taken place as far 
as the railway is concerned, and we have our recommendations ready. But,. as 


the minister says, he has not had an opportunity of going fully into all of ‘the 


ramifications of an exceedingly complicated problem. However, all the investi- 
gating work has been done. It is merely a question of determining what palicy 
the government wishes to pursue. 
3 Mr. Geary: Is that a complete plan with regard to the whole structure 
- financially? 
Sir Henry THornton:; Yes. 
Mr. Geary: You are through with it? 
Sir Henry THORNTON: We are done as far as the railway is concerned. 
Mr. Geary: Are we? 7 
Sir Henry THornton: No, your work just starts. 
Mr. Brut (St. Antoine): . When was that submitted, Sir Henry? 
Sir Henry Tuornton: One might say, roughly, this year. 
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Hon, Mr. Srevens: The first of the year.. 


Mr. Hanson: There is one observation J want to make in regard to it, 
and it is this: That in any reorganization of the financial structure of the Can- 
adian National Railways, the greatest care should be taken, because there will 
be an immediate demand for a reduction in freight rates from our friends in 
the west. 


Sir Henry TuHornton: I quite get your point, but let me say this: 
I should dislike to undertake to support higher freight rates by a fictitious 


financial showing, and I should equally dislike to discourage the payment of — 


fair wages to our employees by a similarly fictitious financial showing, but 
happily it has developed that the financial structure which will be eventually 
presented is not only sound in character and justifiable in every point of view, 
but avoids the two contingencies to which you have referred. 

Mr. Hanson: A perfect scheme, in other words. 

Hon. Mr. Stevens: You and your staff have given this your study for the 
last two years. | | 

Sir Henry THorNTon: This has been given intensive study for six years. 

Hon. Mr. Stevens: Particularly the last two years. 

Sir Henry THorRNtTOoN: Super-intensive. | 

Hon. Mr. Stevens: Under actual preparation. 

Sir Henry THornTon: Yes. I do not suppose there ever was a more com- 
plicated and difficult task undertaken, largely because of the chaotic state of 


the records of the preceding companies; the large number of mortgages involved; — 


the different kinds of securities, all having different terms; different dates of 
maturity; different rates of interest, and covering different parts of the railway, 
but finally that has all been catalogued and at the pleasure of the government 
and of parliament, we are prepared to go ahead with the financial reconstruc- 
tion whenever it is thought proper. 

Hon. Mr. Stevens: Here is another point: In 1934 the Minister of 
Finance will be faced with $900,000,000 war loans maturing; it would be very 
inconvenient to have a huge reconstruction program, and new issues, for instance, 
of Canadian National securities sufficient to take care of all these various out- 


standing securities, and the national refinancing at the same time, or within a | 


year or two of one another. 
Sir Henry THornton: Yes; that is all the more reason for speed. 


Hon. Mr, Stevens: Therefore this railway financing should be pushed 
along as soon as possible. : 


Sir Henry THORNTON: Yes, . 

Mr. Hanson: Does the reconstruction of the financial structure involve 
necessarily the entire refinancing? ‘ 

Sir Henry THoRNTON: Oh, no. ¢ 

Mr. Hanson: Because many of these issues are not maturing. 

Sir Henry THORNTON: We have some perpetuals, for instance. 

Mr. Hanson: Yes. | 

Sir Henry THorNToN: We do not disturb any of the existing issues. If 
they are running along all right, we will leave them alone. / 

Mr. Gwary: Are these advances representing interest on Dominion Goy- 
ernment issues carried in our balance as non-active assets? 

Sir Henry THornton: Non-active assets. | ) 

Mr. Geary: But they do represent funded debt of the Dominion. 

Sir Henry TuHornton: I suppose so; I cannot answer that. 
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Mr. Geary: You are not worrying about those. 

Sir Henry THORNTON: No. 

The CuHarrMAN: Item 548, Amortization. 

Mr..Hanson:- Interest on fund, is that what you pay the banks? 

- §ir Henry TuHornton: What is paid the banks and the Minister of 

_ Finance on the temporary borrowing. 

Mr. Hanson: What rate do you have to pay the banks? 

Mr. Grant: Five per cent. According to market conditions. We are pay- 
ing for refunding the Central Vermont 4% per cent. 

Sir Henry THornton: What is the lowest rate that we got? ~ . 

Mr. Grant: Four and a half per cent. It depends pretty much on the 
condition of the market. 

Mr. Hanson: And depends upon the amount of the loan. 

Mr. Geary: What is your funded debt? 

Sir Henry THorntTon: For instance, last year, you will remember when 
financial conditions were discussed by this committee, there was a considerable 
amount of financing to be done. Some of it was temporary, and we had to do 
it temporarily on account of the condition of the money market, and some we 
got rid of as the year went by. .The unfunded debt is taking caré’ of the tem- 
porary loans until such time as they can be translated into permanent loans. 

Mr. Geary: The item, $12,640,000. 

Sir Henry THornton: You asked what it was; I said generally it was a 
thing of that sort. 

Hon. Mr. Stevens: You had unfunded debt, $44,000,000. 

Sir Henry THorNTON: Yes. 

Mr. Hanson: You obtained that by temporary loans because you could not 
sell the bonds. 

Mr. Cantuey: The time was not opportune. 

Sir Henry THornton: No. 

Mr. Gwary: Is that represented by bank advances? 

Sir Henry Tuornton: Largely; I guess, entirely. 

Mr. Coorrr: Is that the $44,000,000? 

Hon. Mr. Stevens: This interest item 547; what is that? 

~ Mr. Cooprr: It is on the loans from the banks and on loans from the gov- 
ernment. At December 3ist, the loans from the Minister were $32,601,000. 

Mr. Geary: You must have run back a long distance; it was only $29,000,000 
the last time. 

Mr. Cooper: $24,000,000 in 1929, and we owed then the $8,601,600 for the 
Central Vermont bonds. 

Mr. Grary: You got that from the government. That does not show in 
ae Bence sheet; all that is shown in the government balance is $10,000,000 in 
~ Mr. Coorzr: Of course I am speaking of the condition as at December 31st. 

Since December 31st the loan to the Minister was repaid. The amount for C.V. 

bonds was borrowed from the Bank. 

Mr. Gnary: How much is that? 

Mr. Cooper: $8,601,600. 

Mr, Hanson: That is the Central Vermont. 

Mr. Cooper: Yes, sir. 
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on your temporary loans, whether the government or the bank. 
Sir Henry THorNTON: Yes, that is right. 
Mr. Hanson: They are short-term loans. rages 
Mr. Guary: They are not short-term loans from the government, are they? 

_ Mr. Cooper: We call it short term debt, they are more demand loans. 

Mr. Geary: But they have been running for years. 
Mr. Coortr: No, sir. 
Mr. Guary: What about the $10,000,000 that I referred to a moment ago? 
Mr. Cooper: That is in the long-term loans; that is not a short-term loan. 
Mr. Grary: It is not in this item. 


Mr. Cooper: No, sir. The interest on the loans from the government, which 
amounts to some ‘six hundred million dollars, is included in item 546A. 


Mr. Hanson: In other words, you use the government as a banker 


occasionally? 
Mr. Cooper: Temporarily. 


Sir Henry THornTon: Sometimes the government is very glad to let us have 
a certain amount at the going rate. 

Mr. Hanson: They charge you interest? 

Sir Henry THornton: Oh, yes. 

Mr. Gary: There has been a distinction drawn between the advances that 
were made by the government and advances to the railways for outside sub- 
sidiaries. | 

Sir Henry Tuornton: That is right. we 

Mr. Geary: That amounts to many hundreds of millions of dollars. 

Sir Henry TuHornton: That is right. 

Mr. Geary: They were advanced to the company during the reorganization 
period, and treated as non-active assets. 

Sir Henry THornton: That is right. 


Mr. Gary: And some complaint was made that they should have been 
paid for on the spot. 


Sir Henry THornton: Yes. 


Mr. Geary: Because they were issued to a non-going concern, but since 
that period, during the years 1925 and 1926, in each of those years there was 
$10,000,000 advanced. Did that take the place of an ordinary government 
advance, and take its place with the other government advances made years ago? 

Mr. Cooprr: Yes. 


Mr. Geary: We have never understood that in the House. ; 


Mr. Cooprr: They are shown in schedule “ K ” in the Public Accounts. They 


are under the heading “ Loans to Canadian National Railways”. 
Mr. Grary: If you ever wipe out the government advances, and cancel the 
interest, those will be wiped out with it. | 


Sir Henry TuHornron: That will certainly have to be given considera- 
tion. 


Mr. Stevens: What I think Mr. Geary is a little off on is this: Underthe 


present system the government makes no further loans in cash to the railway. 


They do that by re-issues, and the government issues guarantees. In other = : 


words, cash loans were abandoned four or five years ago. 
Sir Henry THornton: In 1925 or 1926. 


mae, 


a 


Mr. Hanson: As I understand it, this item 547 is the interest that you paid ee 


ey, 
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Hon. Mr. Stevens: But this loan that Mr. Cooper is speaking about, is a 
loan secured from the bank, for $40,000,000. They did not sell the bonds because 
the time was inopportune, and they borrowed the $40,000,000 to the end of the 
year, which they paid out of the $60,000,000 issue made to the public since that 
time. 

Mr. Geary: I remember that, because there were two successive years in 
which there were $10,000,000 which you got on the same basis as the Union 


_ Government gave. 


Sir Henry THoRNTON: Yes. 
Mr. Geary: We never understood it that way. 
Sir Henry Tuornton: That is correct. 


Mr. Cooper: But Mr. Stevens was not quite correct in saying that cash 
loans are abandoned. I think it is the intention of the government to give cash 
loans to the extent to which we might have a deficit. 


Hon. Mr. Stevens: You do not show cash loans the last two or three years. 
Mr. Coorrr: There will be some at March, 1930. 

Mr. Stevens: And the interest on that will be included in 546A? 

Mr. Coorrer: Yes, sir. | 

Sir Henry THornton: Interest on government advances. 


Mr. McLean (Melfort): The interest on unfunded debt, borrowed from 
the government, is always refunded in cash? 


Mr. Cooper: That is the distinction between 546A and 547. 546A is not 
paid in cash; 547 is paid in cash. : 


Mr. McLean (Melfort): 546A is charged in the account with the govern- 
ment, and afterwards charged as assets as far as the government is concerned. 
Item 548 carried. 


The CHatrman: Item 551, Miscellaneous Income Charges. 


Mr. Hanson: Item 548, Amortization of Discount on Funded Debt. You 
are carrying that so much each year, are you? The discount, you pay so much 
each year. 


- Sir Hpnry THornton: What is that, Mr. Cooper? It is a bookkeeping 


charge, I think. 


Mr. Cooper: The discount on new issues is charged to Balance Sheet 
account 725, and amortized to Income Account over the life of the security. 


Mr. Hanson: That is the standard method. 
Mr. Cooper: Yes. 


Hon. Mr. Stevens: Yes, but it is not paid. You do not want to run away 
with the idea that it is paid, any more than that the $32,000,000 is paid. 


Mr. Coorrr: There is no one to pay it to. 


Mr. Hanson: It is a bookkeeping entry, and paid when you sell the securi- 


3 ~. ties out of the lump sum included in the government vote. 


Mr. Coorer: I would say it is paid when the securities mature. We pay 
them off at par. 


Mr. Hanson: You pay them at par, of course. 


eee a Mr. Coes: I think, generally panne Je always. 
. to equalize the flat rate of the bond with the market: DICE. © aa? 
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REPORTS OF THE COMMITTEE 


May 15, 1930. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government beg leave to present the following as a 


SECOND REPORT 


Your Committee have considered the following Bills and have agreed to 
report them without amendment, viz: : 


Bill No. 130, An Act respecting the Canadian National Railways, and to 
provide for the refunding of certain maturing financial obligations. 


Bill No. 181, An Act respecting the Canadian National Railways, and to 
provide for certain financing in connection with certain lines of railway located 
principally in the State of Vermont. 


Your Committee have also considered the following Estimates, and have 
agreed to recommend that they be adopted by the House, viz: 


1. Further Supplementary Estimates, 1929-30. Railways and Maritime 
Freight Rates Act. Items 321, 322. $6,638,030.23. 


2. Estimates, 1930-31. Railways, Canadian National Steamships and 
Maritime Freight Rates Act. Items 323, 324, 325, 326, 327. $61,070,000. 
All of which is respectfully submitted. 


- EUGENE FISET, 
Chairman. 


MINUTES OF PROCEEDINGS 


Room 231, House oF Commons, 
THurspay, May 15, 1930. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, met at 11 am. Sir Eugene Fiset, the Chair- 
man, presided. 


Members present: Messrs. Bell (St. Antoine), Cantley, Chaplin, Crerar, 
Fiset (Sir Eugene), Geary, Hanson, Jenkins, Power. 


In attendance: Sir Henry Thornton and other officials of the Canadian 
National Railways Company. Mr. Smart, Deputy Minister of Railways and 
Canals. Mr. Anderson, Department of Railways and Canals. 


Consideration was resumed of the Annual Report of the Canadian National 
Railway System for the year ended December 31, 1929, the following items 
being reviewed, viz: 

I. Consolidated Balance Sheet at December 31, 1929. (Pages 14 and 15 
of the Report). 

2. Profit and Loss Account, 1929. (Page 16 of the Report). 

3. Railway Operating Expenses. (Page 22 of the Report). 

4. Eastern Lines:— 
(a) Income Statement. (Page 43 of the Report). 
(b) Profit and Loss Account. (Page 43 of the Report). 
(c) Railway Operating Revenues and Expenses. (Page 44 of the 
Report). 
_ By permission of the Committee, Hon. Mr. Black (Halifax), M.P., was 
allowed to ask some questions. 


The Committee adjourned at 1 p.m., until 4 p.m. 


The Committee reassembled ‘at 4 p.m. 


. Members present: Messrs. Bell (St. Antoine) , Cantley, Crerar, Fiset (Sir 
Eugene), Geary, Gray, Jenkins, McLean (Melfort), Milne, Power, Stevens. 


The Annual Report of the Canadian National Railway System for 1929 
was again before the Committee, and the Eastern Lines Railway Operating 
Revenues and Expenses, as shown on page 44 of the Report, were reviewed. 


- The Eleventh Annual Report of the Canadian Government Merchant 
Marine, Limited, was next taken under consideration, the Consolidated Balance 
Sheet at 31st December, 1929 (pages 6 and 7 of the Report), and the Operating 
Account (page 8 of the Report), being examined: 


_ The First Annual Report of Canadian National (West Indies) Steamships, 
Limited (bound with the Eleventh Annual Report of the Canadian Government 
Merchant Marine, Limited) was discussed as regards the Consolidated Balance 
Sheet at 31st December, 1929, as per pages 18 and 19. 

7752—1} 


rdian Government Mere’ 
Tanted: 


= 


_ 3. First Annual Report of of the Cane an } stional . West 


ee Diniived=. 


MINUTES OF EVIDENCE 


Room 231, House or CoMMoNS, 
Tuurspay, May 15, 1930. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock 
a.m., the Chairman, Sir Eugéne Fiset, in the Chair. 

Sir Henry THornton: I will sale Mr. Cooper if he will read the balance 
sheet and answer any questions in respect thereto. 

The CuairMAN: Is it agreeable that we proceed with the balance sheet. 

We may avoid the details if we go on with that now. 

Mr. Cooper: Item 701, investment in road and equipment. 

Mr. Geary: You have never arrived at that by an inventory; that is a 
book cost, is it? 

Sir Henry THorNToN: Yes. 

Mr. Geary: Stretched right from the beginning of each individual road. 

Mr. Hanson: ‘That is what the auditors say in their certificate. 

Mr. Geary: From the very commencement of each road. 

Mr. Cooper: Yes, the historical book cost. Account 702, Improvements 
on Leased Railway properties: 703, Sinking Fund. 
Mr. Hanson: You have Scfabliahed then some system of sinking funds, Sir 

Henry. 

Mr. Cooper: Those sinking funds are in connection with securities which 
were issued prior to consolidation. 
| Mr. Hanson: And which require sinking funds under the terms of the 
Trust Deeds. 
Mr. Coorer: Exactly. 
Mr. Hanson: But no system of debt retirements has ever been set up at 

Ni 
_ Mr. Cooper: No. ; 

Sir Henry THornton: No general debt retirement. 

Mr. Coorer: Account 704, Deposits in lieu of Mortgage Property Sold. 

Mr. Hanson: Just what does that mean. 

Mr. Cooper: Under the terms of certain trust deeds, if property subject to 
mortgage is sold the proceeds must be deposited with the trustee until there has 
been substitution. Account 705, Miscellaneous Physical Property. 

Mr. Geary: What does that consist of? 

Mr. Cooper: Miscellaneous Physical Property is non-transportation 
property. Account 701 is transportation property. 

Mr. Geary: That is hotels and all that sort of thing. 

Mr. Cooper: Yes, sir. Account 706, Investments in Affihated Companies. 

Mr. Hanson: Is that actual cash. aueen 
; Mr. Coorer: That is the book value of our security holdings in companies 

with which we are affiliated. 

Mr. Grary: At cost to you? 
Mr. Cooper: Generally speaking, the details of that are shown on page 36. 
Mr. Hanson: Are the hotels held by affiliated companies, or under 705? 
Mr. Coorer: Such as the Admiral Beattie hotel or our own hotels? . 
Mr. Hanson: That would be other investments, I suppose. 
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Mr. Cooper: Our own hotels are included in Account 705. Our investment 
in hotels such as the Admiral Beattie would be in Account 707. ‘ 


Mr. Bett (St. Antoine): When you are speaking of affiliated companies’ 


does that take in the Central Vermont. 


Mr. Coorrr: The Central Vermont is included in this balance sheet as 


an affiliated company. 
Sir Henry THornton: The detail of that is on page 36. 


securities to-day. | 
Mr. Cooper: No, but the book value is less than market value. 
Mr. Grary: Is it? 


be safe to say that stock is worth not-less than $3,000,000. 
Mr. Hanson: Which company is that? 
Mr. Cooper: The Detroit and Toledo Shore Line. 


Mr. Coopzr: Yes. Take the Shore Line stock, $714,000. I think it will 


Mr. Geary: That, of course, does not represent the market value of the 


Mr. Geary: That is better than the railway business. $ 

Sir Henry THornton: It is a form of railway business, ; 

Mr. Cooper: That company has paid us 34 per cent per annum in divi- 
dends for several years running, 

Sir Henry Tuornton: The same thing is relatively true of the Ontario 
Car Ferry, and a number of other companies, also the Belt Line Railway in 
Chicago. All of those properties are worth a good deal more than at the time 
we acquired our interest, 

Mr, Gary: How did you acquire the interest? 

Sir Henry Tuornton: In the Chicago Belt Line? 

Mr. Grary:. Yes. 

Sir Henry THornton: Through the old Grand Trunk. That was part 
of their property, part of their investment and of course, when he Government 
took over the Grank Trunk it succeeded to all of the interests of the Grand 
Trunk, Soe 

Mr. Geary: There is no good in holding that $240,000 in the Chicago | . 
Belt Line Railway except that it is a good investment. . ae 

Sir Henry THorNTton: We use the Belt Line for transportation purposes i 


along with the other railways in Chicago. The railways owned by a certain 
number of railways; it is a terminal Belt Line Railway. 
Mr. Geary: And you acquire and hold the part there, do you? 


Reyes ts arren 


Mr, Brix (St. Antoine): Where does the Hudson Bay Railway come in? — 
Sir Henry Tuornton: That is in the Government account. We are 


acting as agents for the government, ; 
Mr. Cooper: Account 708, Cash; Account 711, Special Deposits. 


Minister. It is the unexpended proceeds of our financing in 1929 


put there— 


of the Minister. 


Mr. Hanson: Under the terms of the legislation which requires it to be | 


Mr. Cooper: It is only released to the railway company on the certificate — 


Mr. Hanson: That is, cash on hand and in banks. | mee Sf 
Mr. Cooprr: It is money deposited in the banks to the credit of the. 


4 
+) 


Account 713, Traffic and Car-Service Balances Receivable; 714, Net Bal- 


Receivable. 


+ 
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ances Receivable from Agents and Conductors; 715, Miscellaneous Accounts 


*® 
~“s 
. eat a 


RAILWAYS AND SHIPPING 83 


Mr. Hanson: That seems large. Is that outstanding freight accounts? 

Mr. Cooper: No, the freight accounts are in 713. 

Hon. Mr. Cuarrin: 714 and 715 seem to be pretty large. 

Sir Henry Tuornton: Account 714 runs about that amount from year 
to year. It is constantly coming in. You have got to make a cut-off at mid- 
night December 31. 

Mr. Geary: I suppose you can take that day by day, can you, or is 1t a 
monthly account? It is rather fine accounting, is it not, to find out what is 
in the hands of every conductor? 

Mr. Cooper: He turns in his receipts day by day at the completion of 
his run. Both Accounts 714 and Account 715 show decreases of $700,000 or 
$800,000 during the year. 

Mr, Geary: It is not the exact amount, is 1t? 

Sir Henry THornton: He renders an exact account. 

Mr. Coorer: Account’716, material and supplies. 

Mr. Hanson: Is that a fairly constant item? 

Sir Henry Tuornron: That is a decreasing item. 

Mr. VaucHan: It increased solely on account of a carry-over in ties. 

Sir Henry TuHornTon: The object of every railway company is to reduce 
as far as possible its materials and supplies, and the purchasing department 


has for several years past been conducting a vigorous campaign in that direc- 


tion. This year in order to increase the carry-over on ties in order that we 
might be sure of ties promptly on hand for work in the spring, this has 
increased, but it will decrease quite substantially next year. 

Mr. Cooper: Account 717, interest and dividends receivable: Account 718, 
rents receivable; Account 719, other current assets; Account 720, working fund 
advances; Account 721, insurance and other funds; Account 722, other deferred 
assets. 

Mr. Hanson: Account 721 is your insurance reserve. 

Sir Henry THornton: No, that will be found on the opposite page under 
MST eRee 3 

Mr. Hanson: Oh, yes. 

Mr. Coorer: Account 721 is the investment of the reserve. 


Account 723, rents and insurance premiums paid in advance; Account 724, 
discount on capital stock; Account 725, discount on funded debt; Account 727, 
other unadjusted debits. | 

Mr. Hanson: . Account 725. You cannot carry that as an asset until you 
wipe it out in your amortization plant. It is a very illusive thing. It is not 
a true asset, of course, but that is the way the accountants do it. 

Mr. Cooper: We show it as an unadjusted debit, Mr. Hanson. It is on 
the debit side of.the balance sheet. 

Mr. Geary: It must be; it could not be anywhere else. 

‘Mr. Cooper: It is a potential charge to profit and loss. 


Account 751, capital stock. 


Mr. Geary: How much working capital do you require to run this road? 
I do not think you show that as an item, do you? 
Mr. Coorer: You would have to take out the special deposit account, 


= $47,000,000, which would leave you a net of $81,000,000. 


Sir Henry Tuornton: Colonel Geary was asking, in a general way, how 


a much working capital we thought it-necessary to have on hand. 
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Mr. Cooper: I would say $80,000,000, sir, $42,000,000 would be repre- 
sented by material stocks— 

Mr. Gary: You cannot use as working capital a special deposit, because 
that is not even a drawing account. 

Mr. Hanson: Ordinarily your net working capital would be the difference 
between your current assets and your current. liabilities. 

Mr. Cooper: Yes. 

Mr. Hanson: And it runs about $80,000,000. 

Mr. Cooprr: No, not net; that was the working capital. You would 
have to deduct the current liabilities from that, and the current liabilities 
would be $92,000,000 less $44,000,000, which is $48,000,000, so we would have 
working capital assets of $80,000,000, and liabilities of around $50,000,000. 

Mr. Cantury: Put it this way: You ask the government to open a credit 


account with bankers to enable you to operate the road from month to month. 
How much would you require to put in that fund? 


Sir Henry Tuornton: I think Mr. Cooper has just given you the answer 
to that. It would take around $80,000,000, would it not? 


Mr. Cooprr: Yes, sir. 

Mr. Geary: Your cash runs $18,000,000, on the average, I suppose. 

Mr. Cooper: ‘There is no substantial change from year to year in 
this account. | 3 

Account 752, stock liability for conversion. 


Mr. Hanson: The $270,000,000 that is the gross set-up. 


Mr. Cooprr: It is the capital stock held by the government and the public. 
Intersystem holdings, of course, are eliminated. The detail is given on pages 
34 and 35. | 


Mr. Geary: How much of that is held by the public? 


held by the government. 

Mr. Guary: Very little by the public then? 
Mr. Cooprr: Yes. 
Mr. Geary: And where appears here all this disputed Grank Trunk stuff 


we hear of occasionally? I am thinking of the pile of petitions filed by Mr. 
White the other day, as to liability. 


Siz Henry Tuornton: That relates, Colonel, to the claims of certain 
shareholders of the old Grand Trunk Company who were dissatisfied with the 
settlement which the directors of that company made at the time; they feel that 
they have a claim because their stock was wiped out. 

Mr. Geary: They feel in other words, that their stock has not been wiped 
out. 

Sir Henry Tuornton: In other words, that their stock still exists. 

Mr. Geary: We-do not take account of that. 

Sir Henry THornton: Oh no, it is not in this at all. Avs far as the rail- 
way is concerned, that is a closed book. 


Mr. Hanson: How much of this is in coal companies? On page 34 there 


is a schedule of companies comprising the system. 


Sir Henry THornton: The only coal company that we own is in the Rail 


and River Coal Company, and that came as an inheritanace from the old 
Grank Trunk. It is shown at about $2,000,000, about half down page 34. 


Mr. Cooper: Out of that $270,000,000, approximately $265,000,000 18 
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Mr. Cooprr: Account 754, grants in aid of construction; account 755, 
funded debt, unmatured. Then we have the Dominion of Canada account. 
; Mr. Hanson: That 755 account, unmatured debt in the hands of the 
publie. | | 
3 Mr. Cooper: Yes. Account 758, loans and bills payable; account 759, 
traffic and car service balances, payable. . 
Sir Henry Tuornton: Just a minute, Mr. Cooper. I am afraid I have 
given you a wrong impression, Colonel Geary, about that Grand Trunk situa- 
tion, although the effect is the same in any case. The stock was transferred to 
the government, and the shareholders object to their having been divested of 
that stock. It.comes to the same thing in the last analysis. 

Mr. Geary: Then that being transferred to the government, would that 
capital stock appear in item 751? 

Sir Henry THorntTon: Yes, it would; that is where I misled you. 

Mr. Cuapuin: Going back to that Dominion of Canada account, interest 
on above accrued but unpaid; is that up to the end of the year? 

Mr. Cooper: To December 31st, 1929, yes. 

Mr. Hanson: Is that interest compounded? 

Mr. Coorrr: No. 
_ Mr. Geary: That item of loans stands as it did last year, and appropria- 
tions account also stands as it did last year. 

Mr. Cooper: There are some slight changes, more or less bookkeeping 
items. 

Mr. Geary: There has been no addition, though, to this? 

Mr. Cooper: No, the loans from the Dominion government were reduced 
by $20,000. ; 

Mr. Hanson: What was that item? 


- Mr. Cooprr: The purchase of two government ships, that is the Canada 
Atlantic Transit Company purchased two of the merchant marine ships, and 
they are paying them off in instalments of $10,000 a year. Account 758, loans 
and bills payable. 

Mr. Hanson: Are those bank loans? 


Mr. Cooper: The first item is to the bank, and the second item is to the 
minister. 


Account 759, traffic and car service balances payable; account 760, audited 
accounts and wages payable; account 761, miscellaneous accounts payable; 
account 762, interest matured unpaid; account 764, funded debt matured, 
unpaid. Ame 

Mr. Geary: How have you interest matured unpaid? 

Mr. Cooper: That would be due on January Ist. 


Account 766, unmatured interest accrued; account 767, unmatured rents 
accrued; account 768, other current liabilities; account 770, other deferred 
liabilities. 

Mr. Hanson: What would that be? 

Mr. Cooprr: The principal item there would be contracts’ drawbacks and 
_ things of that sort. 


Account 771, tax liability; account 773, insurance and casualty reserves ; 
account 775, accrued depreciation—road; account 776, accrued depreciation— 
equipment; account 777, accrued depreciation—miscellaneous physical prop- 
erty. 


= a 
tet ie Share 


86 SELECT STANDING: COMMITTEE 


Mr. Geary: You do not set up a depreciation reserve on your ordinary — 
assets, do you? | 

Mr. Cooper: Those reserves apply to our properties in the United States. 

Mr. Hanson: You have to do it because of the Interstate Commerce 
Commission. 

Mr. Cooper: Account 778, other unadjusted credits; account 779, additions 
to property through income and surplus; account 780, funded debt retired 
through income and surplus; account 781, sinking fund reserves; account 783, 
appropriated surplus; account 784, profit and loss balance—deficit. 

Mr. Bei (St. tone Sir Henry, could we have a general statement 
so that the ordinary layman could understand: it, of really how. much the 
Dominion government has invested in the Canadian National system? The 
assets are over $2,000,000,000, are they not, at the present time? Is there any 
way of arriving at how much the government has put into it to date? 

Sir Henry THornton: We can arrive at that, but I would not: want to 
give you an answer off the bat. I can give you that possibly this afternoon or — 
to-morrow: morning. . . | 

Mr. Cooper: It is shown on the balance sheet in the next item after 755, 
Dominion of Canada account. That is the total investment.- 

Sir Henry Tuornton: That is not what Mr. Bell means. What Mr. Bell 
wants to know is, when all is said and done and everything is mopped up, how 
much money in cash has the Dominion of Canada put into the Canadian 
National Railways. That is what you want to know? : 

Mr. Betu (St. Antoine): Correct. 

Hon. Mr. Crerar: From what date? 

Sir Henry THORNTON: From the first contribution to date, that is what you 
want to know? 

Mr. Berti (St. Antoine): Yes. 

Mr. Cooprr: The answer is here, sir. 


Sir Henry Tuornton: Mr. Bell means, how much money has the Do- 
minion of Canada put into the property? 

Mr. Coorer: They have given us cash loans of $601,446,082-13. They 
have spent on account of Canadian government railways $417, 150, 140-59. That 
is apart from accrued interest. In addition, in the item of 751, capital stock, 
they paid $10,000,000 for the Canadian Northern stock, and that is all. | 

Mr. Beui (St. Antoine): That is only about. $1,010,000,000, according to 
those figures. fo 

Mr. Hanson: I do not think you can get at it very well because away — 
back of that there was subsidies. 

Sir Henry Tuornton: I would like to have time to consider that question. 
We will try to give you the answer this afternoon or to-morrow. 5 

Mr. Geary: That item of loans from the Dominion includes subsidies. — 

Some Hon. Members: No, no. ; 

Mr. Geary: Mr. Bell would want to know subsidies, I suppose, in addition 
to what is shown here. : 

Mr. Bruu (St. Antoine): I do not want to ask for it, if it is too much 
trouble. ; 

Sir Henry THornton: We will see if we can get i for you in ie form : 
you want it, and subdivide it sufficiently to make it clear. ae 

The Cratrman: Is it the desire of the committee that we choulde g0 on 


with the details of the railway operating expenses, or shall we go on with the. 3 
Maritime Freight Rates Act? eke 
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Mr. Hanson: I think we had better take up the profit and loss account. 
Is this the usual form of auditors’ certificate, the same as last year? 

Sir Henry THornton: Yes. I think it has been the same for several 
years. : | 
The CuammaNn: Page 16, profit and loss account, 1929. 

Mr. Coorrr: Account 611, debit balance at January 1, 1929; account 612, 
debit balanee transferred ‘from income: account 618, surplus applied to sinking 
and other reserve funds; account 615, surplus appropriated for investment in 
physical property ; account 618, miscellaneous appropriations of surplus; account 
619, loss on retired road and equipment. 

Mr. Hanson: ‘What is that item? 

Mr. Cooprr: That is the loss occasioned by the writing off of property 
that is not replaced. In Canada equipment is not taken care of through profit 
and loss but through the operating expense account. 

Mr. Geary: And you just charge that to profit and loss? 

Mr. Cooper: That is, property that is retired and not replaced, is charged 
to profit and loss account. 


Account 620, delayed income debits; account 603, profit on road and 


equipment sold; account 605, unrefundable overcharges; account 606, donations; 
account 607, miscellaneous credits and debits met. 


Mr. Hanson: Account. 603, what is that? Do you ever~sell road he 


equipment at a profit? 


M. Cooper: Yes, we sell land from time to time on which we have a profit. 
Mr. Gary: That is, just over your book cost? 

Mr. Coorer: It is the difference between sale price and book cost. 

Mr. Hanson: And the equipment would come under that head? 

Mr, Cooper: If we sold equipment. As a matter of fact, in 1929 we had 
an item of $210,000 which was the difference between the ledger value of the car 
ferry “ Milwaukee” and the amount of insurance recovered from the under- 
writers, so there is an item of equipment in 1929. 

Mr. Hanson: There may be losses on some road and equipment sold? 

Mr. Coorrr: That would come under account 619. 

Mr. Hanson: I thought you made a difference between what was retired 
and not replaced, and what was being sold? 

Mr. Coorvrr: If there is a loss then it goes into pcectnt 619, and if there 
is a profit it goes into account 603. It is an offset. 

Taking all the profit and loss accounts together, apart from the income 
loss, it amounts to only $117,000. 

Mr. Hanson: Your profit and your loss account shqws an increased debit 
balance of about $41,000,000 for the year. : 

Mr. Coorrr: Yes, sir, of which $40,933,000 was on income account. 

Mr. Geary: That is a very unfortunate situation, Sir Henry. You cannot 
make a favorable setup, under any circumstances, can you, with that heavy 
charge hanging around your neck? 

Sir Henry THorntons Just to put it briefly, important bankers and 
reputable financial and technical journals describe the present financial struc- 
ture of the Canadian National Railways as the prize joke of the financial 
world, which is probably about as short a description of the whole thing as you 


can eet, but in saying that I do not mean any criticism of anyone. It simply 
means that due to certain exigencies in the way in which the property was © 
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acquired, and in some cases the rather erratie methods of finance that were 
employed by previous owners, the whole thing has grown into the state in 
which we have now found it. It simply grew into this condition because there 
was no single co-ordinating administration in charge of the properties, that 
is, the constituent properties. Now, again, to unravel all of the records and 
all of the finance operations of the whole of the system in years gone by, to 
catalogue and arrange the thing and devolve some kind of structure which is 
sound has, of course, involved a tremendous amount of work. I have studied 
it for seven years, and I am not quite sure yet whether I understand the blessed 
thing or not. As Colonel Geary intimates, this railway will never be able to 
manifest the showing that it really is making until it is put on that sound 
financial basis which any private enterprise would. want to have under similar 
circumstances. 


Mr. Geary: When you have to carry a credit of $513,000,000 into the 
balance sheet it looks bad, but it does not indicate at all how the road is run- 
ning and has been running for the past few years. 


Sir Henry THornton: No, we are inarticulate as far as trying to present 
the picture is concerned, that really should be presented. . 


Mr. Coopmr: Account 607, miscellaneous debits and credits met; account 
622, adjustment of land surplus account; debit balance forward to balance 
sheet. . 

The Cuatrman: Gentlemen, what is the desire of the committee? Shall 
we go on with the special accounts or go on with Eastern Lines? ; 


Sir Henry THornron: If you want to examine the details of the operat- 
ing expenses the next page would be page 18, and then you go on to 19, and 
so on through the succeeding pages. You have dealt previously with the figures 
shown at the bottom of each one of these pages. You have not gone through 
the detail above that total. 


Mr. Grary: I do not see much advantage in going through the primary 
accounts, at least the split-up. 


Sir Henry TuHornton: You have pages 18, 19, 20 and 21. We have 
details explaining the increase or decrease, as the case may be, in each one 
of these accounts, and will be very glad to answer any questions that anyone 
wants to ask. It is for the committee to decide how far it wants to go. 


Mr. Geary: That is the way really, you have to keep your accounts. 


Sir Henry THornron: Take maintenance of way and structures, and — 
so on; we have accounts 201, 202 and 206, those are all laid down by the 
accounting regulations. . 


Mr. Geary: And last year we had your auditor here, who explained the 
detail and check-up of each one of these accounts, and I do not see where we 
can get behind them if we wanted to. Has your overhead office expense. gone 
up? I suppose that is allocated to different general accounts. ee 


Sir Henry TuHornron: There has been an increase of $119,000 in general 
expenses out of a total of practically $7,000,000. The most of that increase 
has been in increases in salaries and expense of general offices, increases in 
salaries and expenses of clerks and attendants, general office supplies -and 
expenses. There has been a decrease in law expenses. There has been an 
increase in pensions of $45,000. ‘That accounts for 40 per cent: of-it; “Theres 
has been an increase in valuation expenses, and those are the principal varia- 
tions. There is an increase of $40,000 in salaries, in salaries of clerks and 
attendants, that is, clerks, stenographers and others in the general offices, and 
$45,000 in pensions, and $33,000 in valuation expenses. That would account 
for the most of it. 
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Mr. Geary: Is any part of that general expense account, or head office 
expenses, generally allocated to the subsidiary accounts? 

Sir Henry THorNToN: No. 

Mr. Geary: Like superintendence, for instance, under maintenance of 
equipment? 

Sir Henry THornton: No. 

Mr. Geary: No proportion of overhead is charged to those other accounts? 

Sir Henry THornton: No. General expenses are a separate primary 
account. 

Mr. Cantuey: Item 274, injuries to persons, I notice there is an increase 
there. 

Sir Henry Tuornton: In railway operating expenses, page 19? 

Mr. CantiEy: _ Yes. 

Sir Henry THornton: That item increased $103,000. 

Mr. Grary: And even at that I expect motors are doing better than you 
in the way of hurting people. ~ 

Sir Henry THornron: I dare say that if you did add up all of the acci- 
dents that occurred on highways they would considerably exceed the accidents 
occurring on all the railways. 

Mr. Cantuey: What is the explanation of the increase, roughly? 

Sir Henry THornton: As I mentioned the other day, it is almost entirely 
a matter of luck. The same thing applies to personal injuries. You may have 
a disastrous wreck one year that may cost half a million dollars, and you 
might not have it again for a period of years. And, curiously enough, some- 
times the worst accidents that happen are on railways that are the best 
equipped. In other words, it is largely a matter-of luck. It is quite true 
that good roadbeds, good cars, automatic signals, good discipline and proper 
supervision tend to decrease all that sort of thing, but still in spite of all that 
you may now and again get a very nasty wreck. 

. Mr. Cantiey: But, generally speaking, as far as my memory goes, you 
have not had any outstanding railway accident during the last year. 

Sir Henry THORNTON: We had a very nasty one last year up in the north 
country. ; 

Mr. Cantiey: Did that materially increase those figures? 

Sir Henry Tuornton: I should think probably that is undoubtedly 
reflected in that increase, or some of it. 

Mr. Cantriey: Can you give us any idea how much crossing accidents 
contributed to this increase? 

Sir Henry THornton: Automobile accidents in connection with the rail- 
way cost us about $10,000 last year. ’ 

Mr. Cantiey: That is negligible in amount. 

Sir Henry THORNTON: Yes. 

Mr. Geary: Where is your item for level crossing separation? 

Sir Henry THornton: Grade crossing separation expenses. 

Mr. Cooper: In capital expenditure account. 

Mr. Hanson: What is the policy of the system with respect to the elimi- 
nation of grade crossings? 

Sir Henry THornton: That is a progressive work that is being carried on 
as rapidly as circumstances will permit. Take the situation in London. There 
is a bad crossing situation there which we have now under consideration with 
the city, and which will necessarily involve the elimination of those crossings. 
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The grade crossing problem is one which has received serious attention by 
the railway, and substantial progress has been made towards the elimination 
of the more dangerous of these crossings. In the period from 1923, 230 cross- 
ings at grade have been eliminated by grade separation or road diversion. In 
other words, since 1923 we have got rid of them at about the rate of 30 a 
year, or a little more than that. 

Mr. Geary: You are urging, though, before the railway board that you 
have not the money to spend on the elimination of grade crossings, with orders 
that might otherwise be perfectly justifiable, resisted by you because you do 
not want to spend the money, because your revenues are decreasing, and so on? 

Sir Henry THornton: Yes. 

Mr. Geary: Within certain limits that might be a proper objection. 

Sir Henry Tuornton: Well, Colonel, it is very much like a good many 
other things on the railway. When railways were first built in this and other 
countries the grade crossing situation was not a serious one; in fact we had 
the spectacle of railways sometimes running down the main streets of what 
were then towns, and they were regarded more or less as an asset, because it 
gave the community something to do, to watch the trains go by. But eradually 


the cities built up, and gradually the speed of the trains increased, the traffic . 


increased, and this situation which thirty or forty years ago was a negligible 
factor became a major factor. Then after that there came upon the railways 
a demand all over the country—not in any one particular place but all over 
the country—for the elimination of those crossings, and the position of the 
railways is generally this: Yes, an admirable thing to do, a necessitous thing 
to do and something that has got to be done, but we cannot do it all at once, 
there are other demands on the revenues of the railway other than the 
elimination of grade crossings which are in some cases just as necessitous, 
such as the building of new stations, at places where stations have become 
inadequate, and many things of that sort. We do unquestionably recognize 
the importance of grade crossing elimination, but we feel, first, that the 
problem is a mutual one. We are not solely responsible for this condition 
which has -developed. We ask, and we think it fair, that communities—the 
city or the province, or whatever it may be—but at any rate some instrumen- 
tality other than ourselves to assist in a public problem. And, secondly, we 
want to do it as fast as our purse will permit, but it cannot all be done at once, 
however desirable it may be. 

Mr. Hanson: Is not the chief factor in retarding this betterment the 
unwillingness or the inability--I think it is fair to use the latter expression— 
of the municipalities to make the statutory contribution? 

Sir Henry THorNTon: That is unquestionably a large factor. 

Mr. Hanson: Because parliament has shown a different disposition. We 
have increased the advance to the grade, crossing fund. 

Sir Henry THornton: We have on the whole of the Canadian National 
System approximately 16,000 crossings at grade. Many of those, of course, do 
not require treatment, probably will not require treatment for many years to 
come, but on the other hand there is quite a large proportion that require treat- 
ment immediately, but. which if eliminated in a year or two or three years would 
involve the company in an unjustifiable expense, and the communities as well if 
they make any contribution. a 

Hon. Mr. Cuaprin: On the other hand, if vou eliminate them at the rate 
we are going, we are all going to be very old before they are eliminated. 

Sir Henry THornton: I think that is true. I think we probably will be. 
There is nothing a railway officer dislikes so much as a grade crossing, and there 
is nothing a railway engineer dislikes so much as a grade crossing. It is merely 
a question of how quickly the money can be provided. 
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Hon. Mr. Cuaptin: You mentioned the city of London as a very out- 
standing example. 

Sir Henry THorNTON: © It is. 

Hon. Mr. Cuapitin: Can you give us an idea of the cost of looking after 
the different grade crossings going through London? 

Sir Henry TuHorNTon: ‘That is all under contract with the city now, and 
we are going to build a station there, starting next year, and follow that up with 


the grade elimination. I think the whole job amounts to a million and a halt 


dollars. | 

Mr. Huncerrorp: It is rather more than that. Over a period of years it 
will be about three million dollars. 

Mr. Geary: I hope you are crediting to that the value of the London 
station you are going to destroy. 

Sir Henry Tuornton: No, that goes into a museum. 

Mr. Geary: Or the archives, I should suggest. 


Sir Henry THoRNTON: We are going to put it along with the old hotel, 
side by side. 
Mr. Hanson: There is another situation east and west of Hamilton. We 


have had some very bad accidents there, fatal accidents. I believe the provincial 


government are moving in some direction, are you cooperating? 
Sir Henry THornton: I do not, know offhand about that, but unques- 


, tionably there are dozens of crossing$ all over Canada that are indefensible. 
They ought to be eliminated and I should like to see them eliminated. 


Mr. Hanson: I have often thought in regard to the Campbellton situation 


that a good deal of help could be given to the railways if they would reduce the 
-speed on entering and leaving. There is also a situation at Fredericton. That 


i 


is a very vital problem, with the railway going through the back of the town. 

Sir Henry THORNTON: We are making a study of the whole grade crossing 
situation along with the railway commission. 

Mr. Hanson: Well, they are interested in it. 

Mr. Geary: For instance, what have you under order now. Nothing that 
is of importance? London is not under order. Have you quite finished your 
negotiations? 

Sir Henry THornton: We have finished our negotiations. That is all 
settled, and that will come along next. It cleans up the London situation. 

- Mr. Geary: In Toronto we have what is known as the northwest grade 
separation. It was declared to be necessary, and ordered, in fact, only the time 
for commencement of construction was not ordered. The city stands prepared 
to carry on the work. I think we are paying half the cost under previous order, 
and the railways come along and say, it is all very well, it is required; there 
are thousands and thousands of motor cars and pedestrians crossing there every 
day, running risks, almost in the centre, in the western half of the city, and you 
put up the plea, No, we have not got any money to pay our share although it is 
something that has been ordered. 

Sir Henry THornton: I do not know offhand just what the situation is 
there. I suppose there is some dispute as to the division of cost. 

Mr. Guary: There is no dispute as to the division of cost. 

Sir Henry THornton:. You mean to say, then, that everything has been 
settled and the railways have not started? 

Mr. Geary: In that particular case there was awarded the hardest division 
of cost, I think, that I have.seen, that is, 50 per cent to each. You built your 
subway at one street, but not at St. Clair Avenue, which is a main thoroughfare. 
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You know it very well. The town is split in two, and we want you to proceed — 
with that work. 

Mr. Hunerrrorp: My recollection of the matter is that the board has not 
yet ordered it.. ; 

Mr. Geary: It has ordered a subway, but not the time for commencement. 

Mr. Huncrerrorp: ‘The view of the board, and the railway officers, has 
been that we are doing a great deal of work. The waterfront in Toronto is grade 
crossing work. 

Mr. Geary: That is not a fair objection because that was all in sight when 
the railways practically consented to the order being made. You are spending a 
lot of money there, although we are contributing one-third and you one-third. 
The City of Toronto I speak of. It is a very serious question. I think, Sir 
Henry, if you were to look into that personally you would see that something 
ought to be done. 

Sir Henry THornton: I am very glad that you mentioned it, Colonel. 
We shall take it up right away. | 

Mr. Geary: I think if it came to your personal observation, no doubt 
something would be done immediately, if you saw the facts and what has — 
transpired in the railway board. 

Sir Henry THornton: With respect to the general question the railway 
is spending—all railways are—as much money as they can allocate to this 
particular trouble, and we wish we could allocate very much more to it. _ 

Mr. Geary: I do not think you are spending a great deal at the moment. 

Sir Henry Tuornton: Well, we have spent a tremendous amount of money 
in Toronto, and we are getting ready to spend a large amount in Montreal, 
eliminating all of those very bad crossings west of Bonaventure station. 

Mr. Grary: You have spent a great deal in Toronto, and you have spent 
a great deal elsewhere, but Toronto has always come through with you with 
its proper share. I do not think it was your objection, perhaps, so much as the - 
other railways. 

Sir Henry THornton: I am not very familiar with just the exact details 
of that, but at any rate we would like very much to examine into that particular 
crossing and see what we can do. : 

Mr. Bex (St. Antoine): Sir Henry, I was noticing the report of the deputy 
minister; there has been some change in your pension system since the last 
meeting. : 3 
Sir Henry THornton: Mr, Robb, will you explain the present pension 
position to Mr. Bell? zs 

Mr. Ross: A pension system has now been spread over the whole of the 
Canadian National system. Previous to that there was only a pension system 
on the Grand Trunk and on the Intercolonial, and to take care of the pensioners 
on the rest of the Canadian National system until such’ time as they had the 
pension over the whole of the system, the pension is given to the pensioners 
based on the old Grand Trunk system, and similar to what they had on the 
Intercolonial. Last year the system was completed and now it has been placed 
over the whole of the Canadian National Railways. The minimum was increased, 
and a few changes made, but it is pretty much on the basis of what we had on 
the older part of the system. as 

The CHarrman: The old employees are given the choice of which of the 
two pensions they wish. ee 

Mr. Ross: Yes. The old pension system was handled by a committee 


consisting entirely of the officers of the railway, but under the new system there _ 


are two employees from the labour organizations on the committee, and every- 
thing is working very harmoniously. a 
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- Mr. Cantiey: Sir Henry, referring back a moment to grade elimination, 
have you arrived at an understanding with the town of New Glasgow with 
regard to eliminating some of your crossings there? 

Sir Henry THorntron: I do not know. 


Mr. Huncerrorp: I think not. 

Mr. Cantitey: I was hopeful that that matter had been decided. 

Mr. Huncerrorp: It has been under discussion for quite a while. 

Mr. Canriey: Surely it has gone further than that. 

Sir Henry THorNton: We will look that up, Colonel. I cannot tell you 
offhand exactly what condition it is in, but I will do that and give you an 
answer. 

Mr. Hanson: As a general rule, municipalities do not want to close up the 
streets, and they want you to bear all the expense of an underground crossing. 

Mr. Cantiey: In this particular case, I was called in and we had two or 
three conferences with some of your officials and I understood the matter was 
finally settled, at least I hoped it was. 


Sir Henry Tuornton: I will let you know exactly the state it is in. 
Mr. Cantiey: I would like to know what the hitch is. 
Sir Henry Tuornton: I do not know of any. 


Mr. Beut (St. Antoine): Seeing there are many local questions being put to 
you, has there been any change in view of the representations made by the new 
city council as to the terminal facilities at Montreal whereby these are being 
held up at all, or are you planning to go ahead with the work as contemplated? 


Sir Henry THornton: The position there is this: The plans of the rail- 
way company were presented at the last session of parliament; the whole sub- 
ject was discussed and examined, everybody was heard, and finally parliamen- 
tary approval was given to what was proposed. The city administration of that 
date consulted with the railway company and full civic authority was given, so 
that as far as authority and legality is concerned the railway is in a position to 
proceed with its work and is doing so. Meanwhile, there was a change in the 

_city administration, and the new administration took some exception to the 
treatment of the grade crossing position from Bonaventure west, and asked that 
the railway company should delay its work until the city had an opportunity 
to further examine the position. The answer given to the city, partly by con- 
versation between myself and the mayor, and partly by written communication 
was this: The railway company will not depart from the principle of the general 
plan; that, we believe, represents the best treatment of the whole terminal 

position, represents several years of intensive study, and we will not—short of 
sudden death and destruction—depart from the principles of that plan. It 
maybe that here and there some adjustment can and should be made, as might 
naturally occur with respect to so large a scheme, but no change in the principle. 
Specifically in regard to the grade crossing situation from Bonaventure west, we 
have said to the city that we proceeded in good faith and with full legal auth- 
ority. If the city want that work delayed for a reasonable length of time we 
are willing to do so provided the city will pay the cost of such delay. We have 
let contracts, contractors are at work, and to stop that work will involve a 
certain cost, roughly estimated at about $50,000.. If the city is prepared to bear 
that cost, as I say, we will stop for a reasonable length of time. That repre- 
sents the general position. : 


Mr. Geary: And the city’s objection involves a change in principle of the 
scheme? 
” 7752-2 eae 
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Sir Henry TuHornron: I do not think I could go so far as to say that. 
perhaps there was some criticism of the general plan, but: in respect to that, in so 
far as the railway is concerned, there will be no compromise whatsoever. And I 
cannot make that too emphatic, and if anybody wants a fight that is a devilish 

good way to get one. . 

Mr. Geary: Well, the city of Montreal is a very happy family. 

Sir Henry Tuornton: As far as our relations with the city council con- 
cerned, and the city administration, they are amicable and friendly, and I see 
no reason that there should be any trouble, but just in case someone wants to 
start trouble that is a very good way to do it. 

Mr. Hanson: The difference between you is this, that they want the 
elimination of grade crossings by the substitution of tunnels. 

Sir Henry THornTon: As far as I am advised, there is a certain school of 
thought in Montreal which feels that the elimination of the grade crossings 
from Bonaventure west should be by depressing the railway company’s tracks. 
The present. plan provided that the railway company would go over most of the 
streets. If we undertook to eliminate those grade crossings by depression we 
would run into some very serious engineering and drainage problems. Ag far as 
the railway is concerned, we would like very much to meet the Wishes, not only 
of the municipality of Montreal in a case ‘of this sort, but any municipality, 
providing it is contructively possible, but we cannot. do impossible things. 

Mr. Geary: How far would your grade be diverted west of Bonaventure if 
you went down? | 

Sir Henry THornton: Well, that would involve some serious grade situa- 
tions, and it would also probably involve lowering the level of Turcotte vard, 
and would introduce some Serious drainage problems and a good many other 
engineering difficulties, 
| Mr. Geary: All of which you have considered? _ 

Sir Henry THornton: All of which were threshed out long before this 
particular discussion appeared. 

Mr. Cantey: You would likely have a flood menace. . 

Sir Henry THornton: Yes, which would probably make Jonah look like a 
mere amateur. 

The Cratrman: Shall we go on with Kastern Lines, page 41? ; 

Mr. Buack (Halifax): I would like to call the attention of Sir Henry to 
the time occupied at present by the Ocean Limited between Halifax and Mont- 
real. It is called an express train. Also to the time occupied by the Maritime 
Express, which is also called an express train. At the present time, we occupy 
as long in reaching Montreal from Halifax and vice versa, aS we did thirty 
years ago. It does seem to me that a quicker train service between the mari- 
time provinces, especially Nova Scotia, and Montreal, would add considerably 
to your traffic. The equipment is all right. I do not think anybody can criticize 
or complain of that, but the time I maintain should be very much shortened over 
that which existed thirty years ago. 

Sir Henry TuHornton: I am very much obliged to Mr. Black for his 
— criticism which I know is—and is meant to be—constructive. We will examine — 

the situation and see what can be done, but offhand I would say that the diff- 
culty is the number of stops which that train is obliged to make. ix 


Mr. Brack (Halifax): That is the whole trouble, so many stops. — 


Sir Henry THornton: The only way to meet that situation is to introduce Se 
a local train which will do the smaller station work, and relieve the Oceana 
Limited from the necessity of making so many stops. pues 
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Mr. Buack (Halifax): If you will look up the timetable and study the 

stops of the Maritime Express, you will find there are 88 in the stretch between 
Montreal and Halifax. 

Mr. Hanson: The Maritime Express is an express only in name. It is 
really only a local train. 

Sir Henry THorntTon: If you take off the stops, that means another train. 

Mr. Buack (Halifax): Then you come along and you put on the Acadian, 
and you call that a wonderful train. It is simply that your Ocean Limited 
is overloaded, and you are running it in two sections. The time last year, I 
believe, was a little better than the Ocean Limited. : 

Sir Henry THorRNTON: Yes, it was faster. 
~ Mr. Buack (Halifax): But in travelling with it, Halifax to Campbellton, 
half the distance, the Acadian and the Ocean Limited are in sight of each 
other. 

Sir Henry THornton: It simply: means cutting out stops and putting on 
another train. That is the only way you can meet that situation. 

Mr. Hanson: You have local trains now. 

Sir Henry THornton: You have got to work in local services in relation- 
ship to the schedule of the Ocean Limited. 

: -Mr. Buack (Halifax): There is another matter I would also like to bring 
to your attention. I am informed that the branch lhne from Halifax to Mus- 
quodoboit is a paying proposition, and that the Waverley-Dartmouth line is 
not a paying proposition. In order to break even with the two you couple up 
‘the operation of the Dartmouth-Waverley with the Musquodoboit, and the 
Musquodoboit, if it pays well, should have better equipment. The passenger 
ear there is nothing more than a cattle car. 

Sir Henry THornton: You do not say that in derision? 

Mr. Buack (Halifax): It does not suit the people. They are standing there 
time and time again on that road. There is a bit of a stove in one corner, and 
‘your front is baked and your back is shivering. That is the condition. The 

_Musquodoboit is a good paying proposition, I am told, but the service is what 
we had fifty years ago. 

Sir Henry Tuorton: Do you happen to know anything about it offhand, 
Mr. Hungerford? 

: Mr. Huncerrorp: No. 

Mr. Buack (Halifax): I would like the management to take that into con- 

sideration. 

i Mr. Hanson: It ought to be easy to give decent equipment. 

— Sir Henry Tuornton: If there are cases nobody wants to hear of them 
“more than I, and Mr. Black and all of our friends in the maritimes can rest 
assured that ‘nobody will make a greater effort to meet their wishes. 

-. Mr. Buack (Halifax): I do say that the people travelling on that road 
should have some degree of comfort. 
. Sir Henry THorNTON: We will endeavour to do all we can. 
EE The CHarirMAN: Is it your desire that we should go to the Income State- 
“ment, page 43, or do you desire that Sir Henry should make a statement, or 
read the letter to the minister on page 41? 

Sir Henry THorNTON: I suggest that you go on with the income statement. 

That will probably crystallize the situation as quickly as anything. 
a Mr. Coorrer: Eastern Lines income statement, page 43. 
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Account 501, railway operating revenues; account 531, railway operating 


expenses; account 532, railway tax accruals; account 533, untcollectible railway 


revenue; account 502, revenues from miscellaneous operations; account 534, 
expenses of miscellaneous operations; account 535, taxes on miscellaneous oper- 


ating property. A 
Mr. Hanson: “Railway operating deficit”. In view of your increased car 
loadings down there, that should diminish, should it not? What is the explanation 
this year? ane . 
Sir Henry THornton: Maintenance of way and structures, $211,000; 


maintenance of equipment expenses increase, $911,000, and traffic expenses” 


increase, $88,000. 

Mr. Hanson: Have we any detail of that here? 

Sir Henry THornton: I do not believe you have. I am just giving you the 
increases in the primary accounts. Transportation expenses increased by about 
a million dollars. | 

Mr. Hanson: Why are the Eastern Lines segregated, singled out as opposed 
to the rest of the system? : | 

Sir Henry THornton: That is a statutory requirement, Mr. Hanson. We 
are required to keep the accounts of the Eastern Lines separately, and there 
woulld be no way of determining the obligation to the government unless that 
were done. Does that answer your question satisfactorily? 

Mr. Hanson: JI think perhaps it does. 

Mr. Cantey: I do not see why that arrangement cannot be made between 
the officers of the railway and the government without detailing the whole items 
that enter into the calculation. 

Sir Henry THornton: Well, the probabilities are that if we did that, then 
a large number of individuals would want to reverse it. As a matter of fact, the 
form in which this report appears here this year, if my recollection serves me 
rightly, is in conformity with the wishes of the committee last year. ee 

Mr. Cuaptin: There is no questin about it. ms 

Sir Henry THornton: And we made the effort to meet that wish. 

Mr. Cantley: My recollection may be at fault, but it is not the the same 
as yours. 

Sir Henry THornton: Well, I will leave it to the other members of the 
committee who were here last year. ! 

The Cuamman: I had positive instructions, as chairman last year, to see 
that the two reports would be kept absolutely separate. ; 

Mr. Hanson: From whom did you receive your instructions? 


The CHatrMAN: From the members of the committee. That was the : 


consensus of the majority of the committee. | 
Sir Henry TuHornton: I will do anything that this committee wants. I 
have had two shots at at, and I have apparently been successful in doing the 
wrong thing each time. If you gentlemen will tell me what you want, we will do 
it. That is what I thought we were doing this year. = 
The CuairMAN: It is in the evidence of last year. 


Mr. Cantey: My point of view is this: There may be deficits on certain. 


sections of the western lines, and they are not shown up as these are and, to my | 
mind, there is an invidious distinction in connection with the reported losses _ 


on the eastern lines. 


Sir Henry THornton: Do I infer from that that you resent the operation — 
: ’ 


of the Maritime Freight Rates Act? 
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Mr. Canttey: No, I do not, but I do not think it should be advertised 
throughout the whole of Canada every year that we are paupers who have to be 
assisted. . 

Sir Henry THornton: My recollection of the maritimes is that they feel 

~ Canada owes them something. : 
. Mr. Cantey: I agree with that. 

Sir Henry Tuornton: If you will tell me just how you want it done, we 

will do it that way. 
ee Hanson: If the principle is iaccepted, that seems to me to be all 
right. . 

The CHamRMAN: That is the principle that was adopted last year, there is 
no getting out of that. 

Mr. Geary: I think what Colonel Cantley is referring to is not so much the 
combination of statements that you have in this pamphlet as the fact that there 

- shoulld be an entire combination of all receipts and expenditures of the whole 
system, including the eastern lines. But Sir Henry points out that. special 
features apply to the eastern lines, and that you have to keep them separate. 

. The CuairMAN: In accordance, with the act, they are compelled to give a 
few details in order, first, to satisfy the Auditor General. 

Mr. Geary: I see no other way of doing it. 

Mr. Coorer: Account 504, rent from locomotives; 507, rent from equip- 
ment; 508, joint facility rent income; 509, income from lease of road; 510, 
miscellaneous rent income; 511, miscellaneous non- operating physical property; 
515, income from unfunded securities and accounts 519, miscellaneous income; 
536, hire of freight cars—debit balance; 537, rent for locomotives: 538, rent for 
passenger train cars; 541, joint facility rents: 542, rent for leased roads: 0438, 
miscellaneous rents; 544, ‘miscellaneous tax accruals: 545, separately operated 
properties —loss; 546, interest on funded debt; 546A, interest on Dominion gOV- 
ernment advances; 547, interest on unfunded debt; 551, miscellaneous income 
charges; oovernment contribution, Maritime Freight Rates Act, 1927. 

Mr. Geary: Now, Sir Henry, is the Gaspe Railway carried into the east- 
ern lines? 

Sir Henry THORNTON: Yes. 

Mr. Geary: And that takes its place in eastern lines, and the deficit on 
that road assists to make up the deficits payable by contributions from the 
government on all eastern lines? 

Sir Henry THORNTON: Yes. 

Mr. Geary: So that every line taken over helps to add to the deficits of 
those lines, presuming there is a deficit. 

Sir Henry THornton: Presuming there is. 

Mr. Geary: I mean, eastern lines is not a fixed set of lines; all the lines 
east of a certain point are eastern lines, no matter where you get them? 

Sir Henry Tuornton: That is right. 

Mr. Hanson: Have you got them all in now? 

| Sir Henry TuHornton: There may be one or two stragglers that thus far 

have escaped attention, but I think that we have pretty well mopped up the 
country. 

Mr. Hanson: You have not taken in the Temiscouata? 

as CuarrMAN: Nor the Gulf Terminal. 
| Grary: We have gone into the Government railway HefShnbaee and 

Wwe are ane to be loaded with poor propositions from the financial standpoint, 


and we have to accept the situation. 
Ps, 7152-3 
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Sir Henry Tuornton: Speaking of the Gaspe Railway, I would not 
despair of its future altogether. Of course, it is going to take very careful 
nursing and intelligent development of the community served, and all that sort 
of thing, but we will simply have to take those two lines and try to do the very 
best we can with them. : 

Mr. Geary: I quite agree, Sir Henry. We are justified in taking the 
lines over, not from a financial standpoint. . 

Mr. Hanson: You resisted taking it over for seven years, Sir Henry. 

Sir Henry THornton: I resisted because I did not like the terms. We. 
had been negotiating for several years, and we finally got to a point, having 
regard for all of the circumstances of the case, and the responsibility which a 
state-owned railway has to the community, where we felt we were. justified 
in taking them over, and we did. These negotiations covered, I think, three or 
four years. 

Mr. Hanson: With whom were you dealing, the British bondholders? — 

Sir Henry THornton: We dealt with, chiefly, Sir William Plender, for. 
the English bondholders. 

Mr. Geary: The point is, we are in the business, and we must take some 
railways which we would not take from a business point of view. I am not 
referring to Gaspe particularly. 2 

Mr. Cuapuin: How is that piece of road doing that runs up from Inver- 
ness county? 

Sir Henry THornTon: That is the Inverness Railway? 

Mr. CuHapruin: Yes. 

Sir Henry THornton: How is it getting on, Mr. Hungerford? 

Mr. Huncerrorp: It is going on in the same old way. , 

Mr. Hanson: Still losing money. a 

Mr. Geary: There is a contribution to meet the 20 per cent rate reduc- 
tion, and that you carry into net revenue? 3 

Mr. Cooper: Yes, 4 
: oe Geary: Then there is a contribution to meet the deficit on eastern — 
ines? 

Mr. Cooper: Yes. : 7 j 

Mr. Geary: In connection with that government contribution to meet — 
ae deficit on eastern lines, part of which is carried as a credit to profit and 4 
oss— a 

Mr. Cooper: That is the item of $5,165,255.64. ’ “ 

Mr. Geary: You call that “government contribution Maritime Freight — 
Act, 1927,” and with all respect it seems to me that perhaps that is a little — 
illusory, because the government contribution to the Maritime Freight Rates Act 7 
is described in the note as the 20 per cent rate reduction, = a 

Sir Henry THornron: Except this, Colonel: It says $2,438,074.82 is for 
the purpose of meeting the 20 per cent rate reduction under the Maritime — 
Freight Rates Act. , oe) ao 

Mr. Geary: Yes, the Maritime Freight Rates Act of 1927 covers both — 


2 
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contributions. 
Mr. Cooprr: Yes. 
Mr. Geary: I think if that were made a little different— | 
Sir Henry THornton: What would you suggest? 
Mr. Cooper: You might-read the note. 
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Mr. Geary: I thought it was not quite as clear as it might be. 

The CuHarrMan: It is in two parts, Mr. Geary, A and B, A covering the 
20 per cent reduction and B covering the deficit. You will find it in the note 
on page 43. 

Sir Henry THornton: Is it your point that that note might be ampli- 
fied in some way? : 

Mr. Geary: That is my point. I did not quite understand it when I 
read it. 
Mr. Cooper: Profit and Loss Account, 1929. 


_ Account 608, profit on road and equipment sold; 605, unrefundable over- 
charges; 606, donations; government contributions. 

Mr. Geary: That government contribution plus the one in the preced- 
ing income statement makes $5,560,000 odd, the total government contribution 
to deficits of carrying on eastern lines. 

Mr. Hanson: Under the Maritime Freight Rates Act? 

: Mr. Geary: No, it is not the 20 per cent reduction. The 20 per cent 
reduction is in railway operating revenues, is it not? 

Sir Henry THoryron: Yes, it is shown on page 44, I think. 

'_Mr. Geary: And to the $5,160,000 must be added the $395,000 in order 
to find the government contribution to deficits on eastern lines. 

Mr. Cooper: Yes. I should explain that that is not altogether a cash 
contribution. It includes, for instance, interest on government advances. The 
total contribution by the government would be $2,438,074.82 under the 20 per 
cent, and $4,762,217.22 under the deficit. 

Mr. Geary: And something in account? 

Mr. Cooper: And something in account, cancellation of interest, ete. 

Mr. Hanson: What is the item of donations? 

Mr. Cooper: It represents traders’ sidings constructed at the expense of 
the trader on the railway company’s property while the ownership rests with 
the railway company. It is the value of the property which we acquire from 
the trader at his expense. 

The Cuairman: Then debits. 

Mr. Cooper: Account 619, loss on retired road and equipment; 620, 
delayed income debits; 621, miscellaneous debits and credits, net. 

Mr. Geary: There is just one thing that I am interested in on page 44. 
You show your dining and buffet service receipts at $275,000, and on page 
48 your expenses in connection with that same item are $405,000. Does that 
mean that those services, with all charges against them, lose money at that 
rate—account 131 and account 441, the latter of which is to be found on page 
48. Am I right in that? 

Sir Henry Tuornton: I think you are, Colonel. 

_ Mr. Geary: That is all expenses, including purchases of supplies, charge 
of hauling, and all that sort of thing? 

Mr. Coorer: Not the charge of hauling. : 

Sir Henry Tuornton: Everything which is properly chargeable, under 
the accounting system, to that account is there. 

Mr. Geary: So that is really service and material and supplies? 

_ Sir Henry Tuornton: Yes. 
Mr. Cooper: Dining car service, supplies, and all that sort of thing, but not 


the cost of hauling the dining cars. That could not be Separated out of train 
SeOStSy 
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Mr. Grary: Then it does lose money? a8 ae i 
Sir Henry THornton: Oh, yes. There is a very funny situation. ther 
apparently, on this side of the Atlantic as compared with Europe. Generally 
speaking, the restaurant car services in Europe are on the table d’hote basis, you 
take what is given to you ordinarily I found, and I expect you all have had the 
same experience, and have found that it is reasonably satisfactory. But on this 
side of the Atlantic, for some reason or other, the public will not have tabl 
d’hote service. It has been tried out on a good many different railways, and I 
confess I could never quite understand it, but for some reason the public on the 
North American continent seem to insist on an a la carte service in restaurant 
cars. | 
Mr. Cantiny: If you gave them the other, they would have to accept it. 
Sir Henry THornton: Colonel, you ought to be in my place. 
Mr. Cantiey: No, I ought not to be in your place, but I have travelled on 
both railway systems. | Pi 
Sir Henry THornton: That is the most refreshing thing I have heard for 
a long time. If you could get the public to take what you like to give them this 
would indeed be a happy world. Of course, they would have to take it, but the 
life of any railway officer would not be worth living. 
Mr. Cantuey: If you gave them reasonable service. 


Sir Henry Trornron:. Colonel, we have tried it out-on other railways; 
many railways in the United States have tried it’ out and it has not been a 
success, . 


Mr. Hanson: - You have tried it out on your fish dinner, 


The Crairman: In Europe they include wine in their bill of fare, and 
in Canada they do not, 


Sir Henry Tuornton: Yes, but you pay for it. ba 
The CuHatirMan: Not separately. oe 


Sir Henry THornton: Well, the wine that you get for nothing is not fit” 
to drink. - em 


The committee adjourned at one o’clock to resume at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m, 2 


The CHatrman: We had considered the income statement of the eastern. 
lines, and also the profit and loss account, page 43 of the general report. Is:it 
the desire of the committee that we examine in detail the railway operatin, 


om 


revenue and expenses? What we have dealt with on page 48, practically speak- 
ing, covers the whole thing, oa 
Hon. Mr. Stevens: I do not want to examine them in detail. Had you 
finished with page 43? . > eo 
The CuarrMan: Yes. 
Hon. Mr. Stevens: Then what more do you want? = 
Sir Henry THornton: Perhaps I might take each one of. the primary 
accounts In revenue expenses, and deal with the total, then if there are any 
questions with respect to any of the sub-items they could be asked and we 
might save time, 3 , ys: 
For the year ended December 31, 1929, there was an increase in ope 
revenues of $2,658,000. Of that amount $1,675,000 related to freight 


Ae 
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| Biher items were more or less scattering. There were no outstanding items of 
| decrease. There was an increase of $163,000 in express revenue; an increase of 
| $160, 000 in passenger revenue; an increase of $51, 000 in sleeping car revenue; 
: ‘an increase of $311,000 in telegraph and telephone revenue, largely because of 
- our taking over the Western Union lines in the maritime provinces. 
i. - Generally speaking, I think that those increases point to an improved 
_ business condition in the maritimes. 
ae _ In railway operating expenses there was an increase of $111,000 in main- 
_ tenance of way and structures; an increase of $911,000 in maintenance of equip- 
_ ment; an increase of $88,000 in traffic, and an increase of $1,050,000 in trans- 
| portation. The increase in transportation reflects the mecrease in business 
| because the transportation expenses fluctuate as the business increases or 
a lecreases. The increase in maintenance of way and structure expense was due 
to the continuance of the policy of laying heavier rail, putting in heavier 
pallast and generally improving the roadbed. The increase in maintenance 
of equipment was also in turn due to improved equipment and the betterment 
ie of its character. The most gratifying thing is the generally improved conditions ~ 
Me which seam to reflect themselves in ane increased revenue derived from various 
as 
> “Hon. Mr. Stevens: Do you think that the West Indies steamship service 
bi s Be niributing anything to that? 
= Sir Henry THornton: Well, not if you consider the aggregate. I do not 
know that I can say materially ; it certainly is contributing something to it 
R _ because you see the increase in revenue was $2,600,000. I do not know Just 
how much of that could be charged to the West Indies service. I should say 
the bulk of that increase was due to a general-healthier business condition in 
the maritime provinces. What do you think, Colonel? Your opinion is, perhaps, 
even better than mine, 

Mr. Canttey: I do not think I can find much fault with your statement in 
_ that respect. 

Sir Henry THORNTON: Unless here are some specific questions that someone 
wants to ask, that finishes it. 

The CuarrMan: Any further questions on the general report? 

Mr. Cantiey: How much is the West Indies freight traffic contributing to 
your general traffic? 

Sir Henry THorntTon: The total amount of traffic moved through all ports 
is 324,000 tons. That much traffic accrued to the railway company by the opera- 
tion of the West Indies service and the Canadian Government Merchant Marine. 
We moved. last year 1,522,000 stems of bananas. Could anybody put that into 
tons? 

Mr. AuuAN: It is approximately 51 pounds to a bunch. 

Sir Henry THornton: Thirty thousand tons. 

Mr. Jenxins: How about grapefruit, Sir Henry? Is there much improve- 
- ment in the quantity of grapefruit coming from the West Indies? 
Sir Henry THornton: There are not very many grapefruit coming in. 


: Mr. CantiBy: What advantages do you suppose you are getting by sending 
those iboats up the St. Lawrence?, 
a Sir Henry THorNTON: Well, you get a shorter rail haul, and generally it is 


a better proposition. 
__-Mr. Canriey: Translated into money, what does it mean? 
Sir Henry THornton: I cannot answer that offhand, Colonel. 


____ Mr. Cantiey: Have you considered seriously those boats terminating at St. 
John and Halifax all the year around? 


= 
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Sir Henry Tuornton: We have not considered it seriously because we think 
the present arrangement is preferable, that is, terminating them at Montreal 
during the summer season. 

Mr. Cantiny: I would like to discuss that with you some other time, but I 
want to impress this on you: I think you are continuing those boats on the St. | 
Lawrence much too late at the close of the season and sending them up too early 
in the season. The reason I say that is this: Friends of mine came up on the first | 
trip on the St. Lawrence, from the West Indies, and in every case they contracted 
very severe colds. ae 

Sir Henry THorn ton: That relates, of course, to the passenger end of it 
which is, relatively, unimportant. ; ‘ 

Mr. Cantiey: But that has an important bearing if you want to popularize ; 
the service, as you want to do. No man wants to go down the St. Lawrence in — 
November, and then go from there to the West Indies. 5 

Sir Henry THornTon: We, of course, regard the freight service as the more — 
important part of it, and we defer to that. From purely a passenger point of — 
view I would not be at all surprised if there was something in what you say. 

Hon. Mr. Stevens: Do you call at Halifax? =A 

Sir Henry Tuornton: We go straight on. 

Hon. Mr. Stevens: You could: in November. | 

Sir Henry THornron: Probably, yes. We would not gain anything by it 
particularly. 

The CHarrMan: Shall we go on to the Merchant Marine now? 

Hon. Mr. Stevens: Yes. 


The CuatrMan: We will consider the balance sheet on page 6. 


Mr. Cooper: 
ASSETS 
INVESTMENTS: 
Vessels as at December 31st, 1928.............._.. $61, 246,348 78 
Less: Net deductions duving eat en, (ee au 14,388,216 98 
$46, 858,131 80 
Plantand Equipmente. wi oi ate na ee 63,403 28 
Office Furniture-and Fixtures, 0 5 0) 0 56,454 58 
sO 13201 aN Ronee Ora coche ek UL Rae ene eit YE! 20,060 00 
————————. $46,998,049 66 
CURRENT: 
Cash in Bankenc les) aes ecteee mree at $ 684,287 00 
Accounts! Receivable Wygais ie tea eee se 357,244 64 
Due by Agents’ i457 (eee a Shane eae na 458,077 87 ‘ . 
Advances to Captains, Crews and A SON tse uae 73,235 47 - ea 
Inventories of Stores and SuUppHiess hea he ean 194,489 96 ae 
— 1,767,334 94 : 
CaNnapIAN Nariowat (Wusr Iwpies) 8.S.—Apvance Account............ 490,585 43 
Unansustap, Dawtns, 9s cgd) Soc aan Seek Oh aay 2 ale 40,070 27 
INSURANCE Fuse 12462) Valco) oie aie fee 9 ce 3,241,856 47 


$52,537,896 77 


Mr. Geary: Will you explain that item, “Canadian National (West Indies 
S.S.—Advance Account.” | ae 

Mr. Coorrr: The operations of the two services are conducted by the same — 
Inanagement, and we use a common cash box. | Accounts receivable, or the cur 
rent assets and liabilities are carried by the merchant marine services, and t 
charges for the West Indies are charged up to the advance account. The amou 
of $490,000 odd represents the indebtedness of the West Indies company to t 
Merchant Marine company, and is largely made up of the deficit on the We 
Indies service for the year, which had not been repaid by the government to 
Merchant Marine at the date of the balance sheet, Rec e 
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ie “Mr. Gane: Then you eh a credit on this account when the government 
\ pays what it owes to the West Indies company? 

\ —s Mr. Coorpmr: It is handled through the accounts of the merchant marine 
‘fin. the first place. 

eS Mr. Geary: Then you will get a credit against this for the deficit of the 
iz - West Indies company? 

e Mr. Cooper: The government will advance the deficit to the West Indies 


4 


company, and they in turn will pay that to the Merchant Marine and liquidate 

& this amount. 

_ Mr. Gnary: Is it not cumbersome doing things that way? 

___-Mr. Cooper: It is more convenient. 

Mr. Geary: Who holds the stock of the West Indies company? 

- Mr. Coorrr: The government. 

Mr, Guary: And who are your subsidiaries then of the Merchant Marine? 

= Mr. Coorrr: They are the different ship companies. Each ship is incor- 

1 porated as a separate subsidiary company. ‘This is a consolidated balance sheet. 
Mr. Geary: And this embraces all the navigation of the Canadian National 


~ Railways system, does it? 

4 Mr. Cooprmr: The balance sheet we are looking at now is the Canadian 
- Government Merchant Marine. It does not include the West Indies vessels. 
_ There is a balance sheet of West Indies vessels on page 18. 

{ Mr. Cantiey: What is th average tonnage valuation of these vessels, 
- amounting in all to $61,000,000? 

3 Sir Henry THornton: The book valuation per ton about $200. 

4 Mr. Cantey: That is the original cost? 

Sir Henry THornton: That is what it represents on the books. 

Mr. Buack (Halifax): Is that the basis of this $61,000,000? 

Mr. Cooprr: That is the original cost. 

Mr. Buackx (Halifax): I suppose you know you ekotd two of the boats the 

- other day for $15 a ton. | 

Sir Henry THORNTON: Quite right. 

Mr. Buacx (Halifax): Do you think that is realizable for $61,000,000? 

Sir Henry THornton: No, no. 

Mr. Buacx (Halifax): Then why put it in? 

Sir Henry THornton: That is the way the ce are made up. You have 
to carry it in the books in that way. 

Mr. Buacxk (Halifax): That is deceptive, Sir Henry. 

Sir Henry THornton: It would be more deceptive to do it otherwise. You 
could not get any set of accountants to give a certificate on any such method of 
bookkeeping as that. 

Mr. Buacxk (Halifax): Supposing it wound up and you put in your assets as 
$61,000,000, and they realized not 10 per cent of that, where would you be? 

Sir Henry THornton: You would be all right. We would be delighted 
to write down the value of these ships to their present saleable value, but we 
cannot do that. 

Mr. Buacx (Halifax): Although a business concern would present a state- 

ment of the actual value of their property. 
% Sir Henry THornTon: A business concern would not present a statement of 
- that sort without being taken into court for fictitious presentation. 


Ot dae 
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Mr. Buack (Halifax): I would not like to have a connection with a concern — 


that put in their assets a value of $200 when they only cost $15. | 

Sir Henry THornton: That is what they cost originally, and you have got 
to put it in. If this committee will pass appropriate resolutions, permitting me 
to do so it won’t be 24 hours before we will do it. 

Hon. Mr. Srevens: If you will note, Captain Black, you will see that it is 
all disclosed there. It is not hidden, it is disclosed. 

The CHatrMan: On page 7. We will go on with the liabilities now. 


Sir Henry TuHornton: Perhaps it will be cleared up as you go through 
the liabilities. 


Mr. Geary: Your insurance fund, to the extent of $3,000,000, is that cash 


or investments? 

Sir Henry Tuornton: That is invested in government securities and first- 
class securities. ‘ 

Mr. Geary: That is a real asset set aside. 


Sir Henry THornton: Oh, yes, it is absolutely apart from anything at all, — 


and we add to it year by year. It has been built up in the same way that we 
built up the insurance reserve for the railway. The insurance reserve for the 
railway now, I think, represents about $11,000,000, or maybe a little more, and 
that all is invested in certain bonds and first-class securities, and is kept apart 
from all the other securities and assets of the railway company. The same is true 
of this. 2 


Mr. Geary: You have got this amount charged to your assets, then you 


take a credit for the reserve that it represents? 

Mr. Cooper: Yes. In case of a wind-up of the company the reserve would 
be a surplus. 

Mr. Geary: I do not quite make that up. . 

Sir Henry THornton: If the company was wound up to-day you would 
ae in the possession of the company securities to a marketable value of $3,241,- 


Mr. Biack (Halifax): In connection with this tonnage which represents 
$61,000,000, the shrinkage in value per ton appears in this $52,000,000,—the ~ 


value per ton is this $52,000,000. 

Sir Henry THornron: I think the answer to that is $200 a ton. That is 
right, is it not, Mr. Cooper? We carry this in at the original value. That is 
an approximate figure, of course. 

Mr. Geary: That is what you get by dividing up? 

Sir Henry THoRNTON: Yes. 


Mr. Buack (Halifax): Are the deficits of all these years included in this? E 


You have made no profit for some years. 
Mr. Cooprr: No. 
Mr. Buacx (Halifax): Is that loss included in this $52,000,000? 
Sir Henry THornton: That is the loss, yes. 


Mr. Brack (Halifax): Then I am perfectly satisfied that I am right, that 
the value of this tonnage is put in at very much greater than it would realize. 
Sir Henry Tuornton: . That is quite true. 


Mr. Brack (Halifax): In other words, the Merchant Marine has cost this — 


country to date $121,000,000. 


Sir Henry TuHornton: I do not know whether it would be $121,000,000, yea 


but it would be a very, very large sum. 


x ; ‘ 
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Hon. Mr. Stevens: That is admitted, Mr. Black, years ago. 

Mr. BuAck (Halifax): Well, it is a pretty expensive operation. 

Sir Henry THornton: Yes, I quite agree with you. 

Mr. Buack (Halifax): Better close it up. 

Mr. Gray: The United States lost money on their merchant marine. 

Sir Henry THornton: I think something like a billion dollars. 

Mr. Geary: The Merchant Marine was acquired during the course of the 
war, was it not? 

_ Sir Henry THornton: It was done as a result of war conditions, and the 

vessels were built at that time under war conditions. 

Mr. Gray: And for that purpose. | 

Sir Henry THornton: And for a certain specific purpose. We have been 
doing the best we can with it. ; 

Mr. Buack (Halifax): A man stepped in there who knew nothing about the 
business. It was just a piece of ignorance. 

Sir Henry THorNTON: What individual are you referring to? 

Mr. Buack (Halifax): The Minister of Marine who carried it on. He is 
the man responsible. 

Sir Henry THornton: I thought you were referring to me. 

Mr. BuacKk (Halifax): No, sir. e's 

Sir Henry THornton: If so; it saw evidence of a pleasant discussion. 

Mr. Cooprr: Liabilities. 


LIABILITIES 
CaPITAL Stock: 
Authorized: 
10,000 Shares of $100.00 each....0............... $ 1,000,000 00 
Issued: 
6,609 Shares of $100.00 each...............0000-- 660,900 00 


Less: 
Cancelled or held in Treasury in respect of Ves- 
sels disposed of—3,496 shares............... 349; 600 00 
ee 311,300 00 


DoMINION oF CAWADA ACCOUNT: 
Notes Payable and Advances due Dominion Govern- 


ment (Secured by Mortgage on Vessels)....... $46, 538,225 44 

Other Advances by Dominion Government......... 1159917856 27 

Interest Accrued to December 3i1st, 1929............ 25, 782,322 41 

$84,312,404 12 

Balances Outstanding on Vessels Sold............... 100,000 00 
——_——— . 84,412,404 12 
ENG EOUINTS TIANA DEN Late eae Akela wi cae ei rcae en CAEN att mene LAL ncaa, 730,767 65 
HATANCER OF: UNCOMPESTED WOY AGHSS.5 00. bie 0 20cs auc a cee ale ays Le Deming 281,264 31 
LNCS TIA LD KR BET Sct ie he, oc tg tee its teed SES LOU bye hes ouerde Oe amectus 20,971 30 
GOR UMD: EPR ECEATION==V ESSEEG Ser rata: cole teas steiteiane o BAe @late choy te 16,300,735 47 
LR TSHUEAUNIOR GED ES EIES Vibe aor LAUT ates ch eats Valen al Ma NE Ly Numa eR LUO) wok ue 3,202,519 18 
TP RORTIGAN De OAS LD ER UCI ae Rte eerste athe ole eae ea eI a utear sea euernah iret 025722065, 26 

CoNTINGENT LIABILITIES— NONE ASCEF TAINED 

J. M. ROSEVEAR, $52,537,896 °77 


General Comptroller. ' — 


Sir Henry Tuornton: Interest accrued to December 31, 1929, represents 
the money that the government has contributed to make up deficits and interest 
thereon. 

Mr. Cooper: The interest is the amount accrued on the money advanced 
by the government to build the vessels and to pay the operating deficit. 

Mr. Geary: So that if you get cash in your current assets I suppose they. 
are liquid. - 
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Mr. Cooper: Oh, yes. f 

Mr. Geary: And worth money, and which you could cash in from your 
assets,—all your assets deducted from what you owe the government is about 
how the thing will wind up. : 

Sir Henry THornton: That is where you would get off. 

Hon. Mr. Srevens: It would represent what you could sell the vessels 
for plus your securities against insurance, reserve and depreciation reserve, 
that is what you would have. We might as well admit and face this fact, 
that when you come to wind this thing up and sell these vessels you will get 
mighty little out of it. 

Sir Henry Tuornton: All you will have is the scrap value and the insur- 
ance fund. One of the things I think the committee might want to express an 
opinion upon is the future policy with respect to the Merchant Marine. 

Mr. Cantey: I gave you my opinion yesterday. 

Hon. Mr, Srevens: Is the railway at the present time experiencing benefits 
Rese, of increased traffic sufficient to warrant the paying of an $800,000 
deficit? tae, 

Sir Henry TuHornron: As far as the railway is concerned, I should say, 
No. We get increased traffic amounting to something more than $2,000,000 
a year in round figures, 
ee Hon Mr. Stevens: Which cost us last year $800,000 in actual operating 

eficit! 

Sir Henry THorNToN: That is right. | 

Hon. Mr. Stevens: And if we keep those ships for another year they will 
be worth that much less than they are to-day. i 

Mr. Buack (Halifax): There is another feature to it, these ships are carry- 
ing merchandise to Boston and New York, and you are not carrying these goods 
to Montreal or any other Canadian port. 

Sir Henry THornton: As far as that is concerned, if we did not do that 
we would have still less. 

Mr. Buack (Halifax): That is quite true, but what I take exception to, 
and I think all Canadians should, is the fact of the taxpayers of Canada carry- 
ing cargoes to the United States, and at cut rates in many instances. 

Sir Henry THornton: The only reason is, as long as you have the ships 
it is better to move them with some freight in them than to move them empty. 

Mr. Geary: You do your own insuring, de you? 

Sir Henry THorRNTON: Yes. - 

The CHArrMAN: We might as well go on with the operating account, or 
pass it over and go to the West Indies service. 

Mr. Geary: We had better finish this. 

Hon. Mr. Stevens: Why do you include that $100,000 balance outstanding 
on vessels in the Dominion of Canada account? : 

Mr, Cooper: Two vessels were sold to the Kingsley Navigation Company. 
There is $100,000 due by that company, and in turn the amount is due to the 
minister, so that in the accounts receivable this item of $357,000 on the asset 
side includes $100,000 due to the company. The corresponding liability to 
the government is on the other side. 

Sir Henry THornton: If you did not do that and presented an account — 
made up differently the chartered accountants would refuse to certify it. 

Hon. Mr. Stevens: It is included in the $357,000 accounts receivable. 

Mr. Cooper: Operating account for the year 1929, page 8: : 
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1929 1928 
OPERATING REVENUE: 
Vessels—Closed Voyages. .........6cc cece vc ceceens $ 8,370,566 10 $ 9,112,484 53 
Commission...... Be ea SSO NR, PEs Ne BIT Os oN te a 875. 13 26 00 
Oba ROVGNUC IO cee CE REALE Mh tn. eee $ 8,371,441 23 $ 9,112,510 53 


—— —_— 


OPERATING EXPENSES: 
Vessels—Closed Voyages............... NE isch cae at Op $ 8,738,742 77 $ 9,556,609 62 


Miscellaneous Wharf Expenses................5..00. 9,118 45 14, 230 48 
PI DCEALION OL NGONCIER foie sc a ee a Ee ue ce 175,051 97 169,917 83 
Management and Office Salaries..............2..... 220,610 42 379,671 22 
evte Laces and: Instrancenuh . neta a Bee 8,044 69 15,434 85 
PeTravellinecuxpenses cage oe coe es ere hoa oes es 13,325 70 24,661 66 
PIMENP AN, OLAbONELY oo ais nol cy A Oa ee 7,404 65 15,509 92 
3 CE ets hres eiae ae Same dos Set Siri saat ial Soe 26,852 40 33,309 31 
Postage, Cables and Telegrams........7........... 18,112 91 41,020 04 
Office Supplies and Expenses..............0....00005 12,252 78 24,378 38 
Bliscellancous Hix penses, 2c foun se ee OK Se 21,873 30 25,390 56 
ANTOLOSt ANC ASSEN ANSE. oy ha thc Sar as ge le ercaiaes 1,041 60 21,459 68 


$ 9,250,348 44 $10,321,593 55 


UST UR DOUSOS shes vase ts feds welds Fate pos 


CER ATING Ose FORTY BAR us ors oc ete ee ee cle ees $ 878,907 21 $ 1,209,083 02 


OTHER CHARGES: 5 
Peprecia Wor GUL CSselss= ah ole ee ale Pe oe ee es $ 1,861,925 27 $ 2,431,315 71 
Interest.on Government Notes and Advances....... 3, 187,926 35 3,905,126 51 


RE REAM Ogi SRR Can ce Sem FS can as ya Sng 4 as $5,928,788 83 $7,545,528 24 


d# 
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Mr. Gnary: Was that decreased because you had fewer vessels? 


Sir Henry THornton: No, it was due to the curtailment of some services 
and the abandonment of certain unprofitable services—partly what you say. 

Mr. Buack (Halifax): In management and office salaries, there is a saving 
over the previous year of $150,000 in round figures. Is that in reduction of 
salaries? That is a very, very large sum. 

Mr. Cooper: Is is not altogether a saving. It is due to the inauguration 
of the West Indies service. The management, of course, has to be divided as 
between the two services, and, therefore, a proportion in 1928 was charged— 

Mr. Buack (Halifax): And there is a deficit in the West Indies service? 

Mr. Cooper: Yes. 

- Mr. Geary: That lessening of your depreciation reserve is due to fewer 
vessels? 

Mr. Coopmr: © Yes, sir. 

Mr. Geary: JI think if you got rid of those vessels you may show a profit 
in the end. 

Hon. Mr. Stevens: I do not see that we can consider the question now of 
whether you are going to change your policy and sell right out; that is a ques- 
tion for the management and the government to decide. 

Sir Henry THorRNTON: That is in one way or another the problem which 
will have to be faced and decided. 

Hon. Mr. Stevens: We are not in a position to. determine that. You 
have got to consider two or three things. One would be the value of this service 
to the trade of the country generally, how the trade routes established by’ these 
vessels are to be taken care of by other lines; will it be to our advantage? Will 
it mean an increase in freight charges, and so forth? These are problems which 
- would require a great deal of study, and we could talk them over for a week 

and get nowhere. : 

Sir Henry THORNTON: 


All that Mr. Stevens has said is quite correct in 
my judgment. 
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The CHAIRMAN: Do’you want to examine the West Indies service? 
Mr. CantTLey: You might be good enough to tell us, Sir Henry, what has 
been the outcome of the South American service? 


Sir Henry THornton: That has proved quite satisfactory. There were 
eleven boats with a net profit of $23,271. 

Hon. Mr. Stevens: Before depreciation or interest. 

Sir Henry THornton: That is simply the difference between the eross 
revenue and the operating revenue. 

Hon. Mr, Stevens: That is before depreciation or interest? 

Sir Henry THORNTON: Yes. 

Mr. Cantiey: Is that the only service you made any money on? 
_ Sir Henry Tuornton: Not entirely. The services that were profitable 
were the inter-coastal services which netted practically $88,000. The services 
that showed a profit were the inter-coastal, the New Zealand and the South 
American. 


Mr, Geary: How do you come to have some West Indies voyages here, 
Sir Henry? Are they repeated subsequently in the West Indies service, or were 
they run independently of the West Indies? 

Mr. Cooper: The Fisher, the Forester and one or two other boats which 
were operated in the service until the new vessels were put in commission. 


The CHairMAN: Do you want to consider the West Indies service now, 
page 18? 


Hon. Mr. Stevens: Yes. 
‘Mr. Cooper: Operating account, page 20. 


OPERATING REVENUE: 


Closed" Voyages sy) sgt oe. Pn i Rice Rarer eae haere re nian $ 3,331,808 25 
Commission), Gio ee, Kaa Wish tinge Ty Sone ae nines es GMs oct ct ee Uae os ape ae 875 12 
Lota Revenlets cn co ati eee Vey hale, ea ee ne $ 3,332,683 37 

OPERATING EXPENSES: 
Closed WV Gvapessveias iat ree dike Nictet areca gM aR ANS rr Cae a a $ 3,314,612 91 
Miscellaneous Whart Expenses 71.035) Jee a ee ee 6,287 50 
Management and Office Salaries-4 (1 2.4". oe ee ee, eee 209,934 75 
Rent, ‘Taxes and Insurances.a4 eek eee eee ee 9,202 43 
Travelling Mxpenses. hig soe Seopa ae aa 22,965 46 
Printing and See US ES ie hae ae eg CANE cat eR On Ga 18? | 8,183 56 
Advertising: 0.) Coe ro. big mem ire © Oa inte me Die a oe An eT 32,064 22 
Postage; Cableseand Delegrams. 1.0.64, 27 6 et ee 28,005 81 
Office Supplies and Hixpenses. 0.5. Wve) re en ee 18,796 44 
Miscellaneous. Hixpensesii: yt lash ee yo aes See eee 16,333 11 
inauguration Expenses!) iirc cy oedes a fans aiken eld ease eo ante 113,647 06 
Intdrest and xchangeuvidc sk. (ia ok , wie: se ee eee ee ae 491 40 
EOtal Pixpenses sie. '5 te fos ligeeaie are Ror NOs A eid te ere ee a $ 3,780,524 65 
OPERATING LOSS, FOR YBAR eos duro oes aa Gee eee ae ae $ 447,841 28 


OTHER CHARGES: 


Depreciation on-Vessels. co ai Wis rag oe ait ete en eae ee Peel polo rao 
Interest on Notes and Advances.................. ast pee ee ae 442,739 71 
Total Lasse 6 Scat ees ean eee en eee ee $ 1,117,896 48 


Mr, Cantiey: What rate of depreciation is charged? 
Mr. Cooper: Three per cent. . | 
Mr. Geary: They were not all new vessels, were they? 
_ Mr. Cooper: No, sir. The five Lady ships were new vessels. The other 
vessels were transferred from the Merchant Marine service. . 
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Mr. Gpary: The West Indies voyages you told me about in the Merchant 
Marine were made by ships that are here in the lst of West Indies ships. 

Mr. Cooper: No, they were Merchant Marine ships which were tempor- 
arily engaged in the West Indies service. 

Mr. Geary: What will those ships do now? 

Sir Henry THornton: Some of them have been sold and others have been 
returned to their original service. 


Hon. Mr. Stevens: The $9, wee 000, that represents the actual cost of the 
twelve vessels? 


Sir Hengpy THorRNTON: It means the actual cost of te five new boats and 


the reconstruction of three boats for auxiliary service in connection with the 
West Indies trade. 


Hon. Mr. Stevens: And the other three—how do you account for them? 

Sir Henry THornNtTon: Which other three? 

Hon. Mr. Stevens: That only accounts for nine. Have you transferred the 
original cost from the Merchant Marine to this West Indies service? 

Sir Henry THorNTON: It represents, of course, the five Lady boats. 

Mr. Coorrr: The three vessels which were converted, and four other 
vessels which were not converted. : 

Hon. Mr. Stevens: Have you put them in at a valuation or at cost? 

Mr. Coopmr: At a valuation. 

Mr. Geary: You took them out of the other service, did you? 

Sir Henry THorNToN: They were put in at their depreciated value. They 
were sold and they disappeared then from the government records. 

Mr. Mitne: Did you get full cargoes of freight from the West Indies or 
are the cargoes very limited? 

Sir Henry THornton: Well, the banana trade has pretty well come up 
to expectations. ‘True, of course, there have not been full cargoes every voyage, 
but in general the banana trade and the movement of bananas has been quite 
up to expectations. ! : 

Mr. Minne: You have keen competition, I idee tradi Are rates on 
bananas fairly satisfactory? 


Sir Henry Tuornton: Well, no rate is ever satisfactory, but it is the 


best we can get out of it, if you know what I mean by that. 


Mr. Grary: Are the United Fruit going into Halifax too with bananas? 


Sir Henry THornton: They go into St. John. They brought into St. 
John last year 1,067,000 stems as against our 1,500,000 stems. 


Moved by Mr. Stevens, seconded by Mr. Gray, that the annual report of 


the Canadian National Railway System be adopted, also that the eleventh 


annual report of the Canadian Government Merchant Marine Limited and first 
annual report of the Canadian National (West Indies) Steamships Limited be 
adopted. : 


Motion agreed to. 


Sir Henry THornton: The question of the carrying on of the Merchant 
Marine is under discussion now between the administration and the government, 
as Mr. Stevens suggested should be done. 


The committee adjourned. 
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REPORTS OF THE COMMITTEE 
THIRD AND FINAL REPORT 


Fripay, 16th May, 1930. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government beg leave to present the following as a 
Third and Final Report. 

Your Committee, to whom was referred for consideration and for report 
to the House the estimates on the Canadian National Railways, the Canadian 
Government Merchant Marine, the Canadian National (West Indies) Services, 
and the Maritime Freight Rates Act requirements, held five meetings in the 
course of which it examined sundry witnesses, including:— 

’ Sir Henry Thornton, K.B.E., Chairman of the Board and President, C.N.R.; 

Hon. T. A. Crerar, Minister of Railways and Canals; 

V. I. Smart, Deputy Minister of Railways and Canals; 

S. J. Hungerford, Vice-President, Operation and Construction Departments, 
C.N.R.; 

R. L. Burnap, Vice-President, Traffic Department, C.N.R.; 

D. C. Grant, Vice-President, Finance Department, C.N.R.; 

RR. C. Vaughan, Vice-President, Purchases and Stores Department, C.N.R.; 

W. D. Robb, Vice-President, Insurance, Colonization and Telegraph De- 
partments, C.N.R.; 

S. W. Fairweather, Director, Bureau of Economics, C.N.R.; 

T. H. Cooper, General Auditor, C.N.R.; 

H. T. Hazen, Assistant Chief Engineer, C.N.R.; 

_ A. H. Allan, Assistant General Manager, C.N. Steamships; 

J. P. Doherty, Traffic Manager, C.N. Steamships. 


CANADIAN NATIONAL RAILWAYS 


Your Committee has had under consideration Item 321 of the supple- 
mentary estimates, which provides for loans or guarantees of $6,010,639.89 to 
the Canadian National Railway Company, being supplemental to item. 336. of 
the estimates of 1929-30. Your Committee is of the opinion that this amount 
is necessary for the purposes of the Company and should be voted by this 


House. 


Your Committee has also had under consideration Item 323 of the estimates, 


which provides for loans or guarantees of $51,600,000 to the Canadian National — 


Railway Company for the year ending December 31st, 1930. These estimates 
have, in accordance with the practice of the last two years, been prepared on 
the basis of the full calendar year to coincide with the railway fiscal year and 
avoids overlapping and the tendency to confusion which existed when the annual 


report of the railway was on the basis of the calendar year and the estimates 


on the basis of the federal fiscal year. 

The annual report itself was divided into three sections as follows:— 

1. That containing the result of operations of the Canadian National Rail- 
ways exclusive of the Eastern Lines. 

2. That containing the result of operations of the Eastern Lines as defined 
by the Maritime Freight Rates Act. 
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_ 3. A summary showing the income account of the system as a whole includ- 
ing Eastern Lines. 

Your Committee notes that the operating results for the year 1929 were 
not as favourable as those of the previous year, due almost entirely to the — 
reduced crop in the Prairie Provinces and to marketing conditions. Another 
disturbing feature was the depreciation of values on the stock market and the 
resulting lethargy in business during the latter part of the year. 

Your Committee was given a full explanation of the reorganization of the 
Central Vermont Railway, Incorporated, and of the consolidation of the 
properties formerly known as the Grand Trunk Western Lines. In view of the 
explanations given, your Committee is of the opinion that this amount is 
necessary for the purposes of the Company for the coming year and should be 
voted by this House. | 


CANADIAN GOVERNMENT MercHant Marine ee 


Your Committee has had under consideration Item 324 of the estimates,— 
loan to the Canadian National Steamships (Canadian Government Merchant 
Marine, Limited)—to be applied in payment of deficits in operation of the 
Company and of the vessels under the Company’s control during the year end- 
ing December 31st, 1930, and capital requirements, amounting in all to $400,000. 

Your Committee examined the report of operations for the year ending 
December 31st, 1929, and notes that the results have been more favourable 
than those of the previous year, due to the discontinuance of certain unprofit- 
able routes. i 

Your Committee also reviewed the balance sheet of the Company and is 
of the opinion that the amount of $400,000, included under Item 324 of the 
estimates, is required for the purposes of the Company and should be granted 
by this House. 


CANADIAN NaTIONAL (West INDIES) SERVICES 


Your Committee had under consideration Item 325, loan to the Canadian 
National (West Indies) Steamships, Limited whose steamships provide the 
services called for by the West Indies Trade Agreement. 

Your Committee notes that the operations for the year ending December 
31st, 1929, resulted in an operating loss of $447,841.28, which being the first 
year’s operations are as satisfactory as could be anticipated. 

Your Committee is of the opinion that the amount asked—$870,000—is 
necessary for the requirements of this service in accordance with treaty obliga- 
tions and should be voted. - 


Maritime FREIGHT Rates Act 


Your Committee has had under consideration Item 822 of the further 
supplementary estimates 1929-30—$627,390.34—being supplemental to Item 340 
of the estimates of 1929-30. Your Committee is of the opinion that this amount 
is necessary and should be voted by this House. : 

Your Committee has also had under consideration Item 327 of the estimates, 
to provide for the payment to the Canadian National Railway Company, as 
required by the Maritime Freight Rates Act, of the deficit in receipts and 
revenues, incurred during 1930, on Eastern Lines, the amount of the estimated 
deficit being $4,750,000, and in addition a sum of $2,450,000, representing the 
estimated amount by which the revenues of the Eastern Lines will be lessened 
during the coming year by the reduced rates granted under the Maritime Freight 
Rates Act in accordance with the recommendations of the Duncan Commission. | 
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By reason of the special considerations involved in the Maritime Railway situa- 
tion, with which the House is familiar, your Commission is of the opinion that 
these amounts are necessary to give effect to the Maritime, Freight Rates Act 
in the operation of the Eastern Lines, and should be granted by this House. 
Your Committee has also had under consideration Item 326, to provide the 
sum of $1,000,000 from which privately owned railways operating in territory 
covered by the Maritime Freight Rates Act shall be reimbursed the difference 
between normal tolls and the special tolls provided by that Act. Your Com- 
mittee is of the opinion that this amount is necessary to implement the pro- 
visions of the Act in that regard and should be granted by this House. 


Britt 130 


Your Committee to whom was referred Bill 130, “An Act respecting the 
Canadian National Railways, and to provide for the refunding of certain 
maturing financial obligations,’ have taken the said Bill under consideration 
and have agreed to report the same without amendment. 


Bitn: 131 


Your Committee to whom was referred Bill 131, ‘““An Act respecting the. 
Canadian National Railways, and to provide for certain financing in connec- 
tion with certain lines of railway located principally in the State of Vermont,’ 
have taken the said Bill under consideration and have agreed to report the 
same without amendment. 

A copy of the evidence taken by your Committee is appended. 


~ All of which is respectfully submitted. 


EUGENE FISET, 
Chairman. 
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ORDER OF REFERENCE | 


House oF COMMONS, 
Tuurspay, May 14, 1931. 


Resolved,—That Standing Order 63 of the House of Commons, relating to 


the appointment of the Select Standing Committees of the- House, be amended 
by adding to the Select Standing Committees of the House for the present 


session a Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, to which will be referred the accounts and 


the estimates of the Canadian National Railways and the Canadian Govern- 
ment Merchant Marine for the present session, for consideration and report 


to the House. 
Provided, however, that nothing in this resolution shall be construed to 


curtail in any way the full right of discussion in Committee of Supply, and 
- that the said Committee consist of Messrs. Beaubien, Bell (St. Antoine), Both- 


well, Cantley, Chaplin, Duff, Euler, Fiset (Sir Eugéne), Fraser (Cariboo), 


- Geary, Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, Kennedy 


(Peace River), McGibbon, MacMillan (Saskatoon), Manion, Power, Rogers, 
Stewart (Lethbridge). 


Attest. 


ARTHUR BEAUCHESNEHE, 
Clerk of the House. 


Fripay, June 5, 1931. 


Ordered,—That the said Committee be given leave to sit while the House is 
sitting. 


That 500 copies of proceedings and evidence which may be taken by the said 
Committee be printed from day to day, as required, and that Standing Order 64 
be suspended in-relation thereto. 


- Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 
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REPORTS OF THE COMMITTEE 


First Report 
Fripay, June 5, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 


and controlled by the Government beg leave to present the following as a 


First Report 


Your Committee recommend:— 
1. That your Committee be given leave to sit while the House is sitting. 


2. That 500 copies of proceedings and evidence which may be taken by your 
Committee be printed from day to day, as required, and that Standing 
Order No. 64 be suspended in relation thereto. 


All of which is respectfully submitted. 
J. D. CHAPLIN, 
Chairman. 


Concured in by the House, June 5, 1931. 


MINUTES OF PROCEEDINGS 


Fripay, June 5, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 10.45 a.m. 


_ Members present :—Messrs. Beaubien, Bell (Sé. Antoine), Bothwell, Cantley, 
Chaplin, Euler, Fiset (Sir Eugéne), Fraser (Cariboo), Geary, Gobeil, Hanson 
(York-Sunbury), Heaps, Kennedy (Peace River), MacMillan (Saskatoon), 
Manion, Power, Rogers, Stewart (Lethbridge). 


On motion of Mr. Hanson (York-Sunbury), Mr. Chaplin was elected Chair- 
man. 


_ Mr. Chaplin took the Chair. 


On motion of Mr. Hanson (York-Sunbury) — 


Resolved,—That permission be sought from the House to sit while the House 
is sitting, and to print 500 copies of proceedings and evidence which may be 
taken. | ; 


Mr. Power submitted copies of questions respecting the Canadian National 
Railways that have been placed on the Order Paper of the House by Mr. Pouliot, 
and enquired if replies thereto could be furnished to this Committee by the 
officials of the Canadian National Railways. Discussion followed as to the 
advisability of adopting this procedure. 


The Chairman suggested that an Agenda should be prepared for each day’s 
sitting. 


Sir Henry W. Thornton, K.B.E., President of the Canadian National Rail- 
ways, made a statement respecting the operations of last year, and contrasted 
conditions then with those obtaining in previous years. At the conclusion of 
his address, Sir Henry answered questions. 


The Committee adjourned until Tuesday, June 9, at 11 a.m. 


1OEN. LL, DUN, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 231, 
Fripay, June 5, 1931. 


The Select Standing Committee on Railways and Shipping met at 10.45 a.m. 
On the motion of Mr. Hanson, seconded by Mr. Cantley, Hon. J. De 


~ Chaplin was elected Chairman of the Committee. 


The CHarrman: Gentlemen, it has been usual in this Committee on the 
opening day to have the President of the Canadian National Railways make 
eertain explanations to you regarding the business of the previous year. There 
has been no agenda prepared. I expect, however, that at our next meeting we 
will have such agenda. It is my view, at least, that we should prepare an 


agenda based to a certain extent upon questions that may be asked or that 
may come up, so that we will know ahead just what business will come before 


che Committee. I will also make this suggestion now, and it is for the Com- 
mittee to decide, that next week we should start about Tuesday and have 
continuous meetings for three or four days. The officials of the railway are 
here, and while they are here they cannot be anywhere else, and we should 
make as much progress as possible. The meetings are in your hands, how- 
ever; I do not want to dictate to you. 

Sir Evgune Fiser: Before we proceed I would like to ask if it is possible 
for the officials of the Canadian National Railways, conforming with the 
decision that was arrived at when this Committee sat about a year ago, to 
give us all the pamphlets that are issued when the different parts of the report 
are heing considered. These pamphlets should be advanced in order to give 
the members of the Committee a chance to study them before coming here. 
The only report that we have up to the present time is the analysis of the operat- 
ing expenses as compared with 1929. We have not got the estimate of financial 
requirements for 1929. We haven’t got the estimates of the eastern lines either. 
If there is any possible way for these matters to be submitted to us in advance 
and so give us a chance to study them before the report is considered, I think 
that will be very helpful. | 

Hon. Mr. Manion: May I say that the railway management has supplied 
the department with these necessary pamphlets. The analysis which you al- 
ready have was distributed on my instructions yesterday. These pamphlets 
should have been out a day or two sooner, but we did not decide upon to-day 
as a meeting day until there was too little time left to get them out sooner. 
Regarding the pamphlets dealing with this coming year’s expenditures, we have 
them; but the Bills before the House have only passed the first reading, and 
until they. pass the second reading they cannot be referred to this Committee, 
and it would be hardly fair to distribute the pamphlets until these Bills pass 
the second reading. If the budget debate should go on as it usually does for 
some days, before these Bills are reached quite a time may pass before we can 
eet at the estimate for the coming year. 

Sir Eugene Fiser: May I call attention to a very queer thing. The 
Minister of Finance has introduced hig resolution on which the Bill itself is 
based. The resolution has not been dealt with by the House up to the present 


time. It has not been approved by the House, and still the Bill has been 


introduced. 
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Hon. Mr. Manion: No. You are wrong. There are two Bills. I am intro- 
ducing a Bill as Minister of Railways permitting sale of Securities for sixty- 
eight and a half million dollars, covering the needs of the railway. Mr. Bennett, 


as Minister of Finance, is introducing a second Bill to give the government | 


power to guarantee the securities issued by the railways. These are two wholly 
distinct Bills. 

Sir Evcene Fiser: It was introduced by resolution. Should you not have 
given the House notice? | 

Hon. Mr. Manion: It was done in accordance with the regulations of the 
House. It is not necessary in the case, I am instructed by the officers of the 
House. 

Sir Eugene Fiser: I am asking for information. 3 : 

Hon. Mr. Manton: Mr. Bennett’s Bill was introduced by resolution, and 
his resolution has been advanced one stage. His Bill is the guaranteeing Bill; 
mine introduces the appropriation necessary for this railway. As soon as these 
Bills are advanced to the proper stage, the members will get the pamphlets, 

Sir Evcene Fiser: The resolution introduced by the Minister of Finance 
is for exactly the amount of sixty-eight million dollars. 

Hon. Mr. Manion: His is to guarantee the securities issued by the railway. 

Sir Eucene Fiser: So does your Bill. 

Mr. Hanson: One of the most important features of this inquiry will be 
the budget for 1931 to which reference has been made. It seems to me that 
it would be very unfortunate if there is a delay in bringing that down, and I 
would suggest that the matter be looked into, and, if possible, have the 
Minister’s resolution advanced a stage in order that that may be realized. TI 
quite understand that you do not want to do that until the Bill has had its 
second reading. ty | 

Hon. Mr. Manton: That is the only way it can be done. It cannot be 
referred to this Committee until it has had a second reading. 

Mr. Heaps: Might that not be arranged in the House? 


Hon. Mr. Manton: Yes. The Bills were introduced just a couple of days 


ago. I will endeavour to have that done. 

Mr. Hanson: Is there a rule against releasing until the Bill has had its 
second reading? 

Hon. Mr. Manton: No, but the Bill must have a second reading. 7 


the Bill. 
Hon. Mr. Manion: I think we will probably be able to arrange that. 
Sir Euchnr Fiser: I understood the Minister to say that the resolution 
introduced by the Minister of Finance amounted to sixty-eight million dollars. 
Is that also to be submitted to this committee for perusal as well as the Bill 
introduced by the Minister of Railways? 


_ Hon. Mr. Manion: No. The Bill introduced by the Minister of Finance is to 5 
sive the government power to guarantee the securities. My Bill is a Bill to give | 
the railway power to borrow the moneys; but the railway cannot borrow the. 


Mr. Power: It should be possible, by consent of the House, to advance ~ 


moneys without guarantees; therefore the government is introducing qa Bill 


to guarantee the securities. 


Sir Kuehne Fiser: The procedure of last year and this year is absolutely 
different from anything we have seen in the past. First of all, last. year the ts 
resolution introducing the Bill—not the Bill but the estimate—was discussed _ 


in the House and the matter was brought down in the form of an estimate 
which is really a Bill. This year the Minister of Finance has introduced a 
resolution asking Parliament simply to sanction the power, I suppose, to borrow 


ST eae 


~ 


RAILWAYS AND SHIPPING 3 


sixty-eight million dollars, in order to meet the requirements of the fiscal year 


of 1931. On the other hand, the Minister of Railways, without any resolution, 
introduces a Bill which has been read the first time. Now, what I want to 
know is this: when the resolution introduced by the Minister of Finance is 
before the House—in view of the fact that we have before us the Bill which 
has already been distributed after its first reading—shall we have the right 
49 discuss it when the resolution is discussed in the House of Commons, the 
contents of your Bill? 

Hon. Mr. Manton: Yes, just as in the case of any other Bill. 

Sir Euehve Fiset: Oh, no, Mr. Minister. When the Bill is introduced 
on the first reading usually it is moved that the Speaker leaves the Chair, 
and that the House resolve itself into a Committee of Ways and Means. 

Hon. Mr. Manion: Second reading. 

Sir Eucbne Fiser: Second reading. When we have a Deputy Speaker 
who always ties us down to the paragraph of the Bill we are considering, what 
I want to know is this: when the resolution introduced by the Finance Minister 
is introduced, when we have the Bill introduced by the Minister of Railways 
covering the same amount of sixty-eight million dollars, shall we have the right 
to discuss the general provisions of that Bill on that resolution? 

Hon. Mr. Manton: There will be no reason in the world why you should 
not do so if you want to, but it would not probably be advisable. It is only a 
difference in form. It is the same as last year. There is a difference in records. 
When this Bill of mine passes the proper stage it will be referred to this com- 
mittee and discussion will largely take place in this committee. Then this com- 


mittee discusses the resolution and debates the Bill; it goes back to the House, 


“_ 
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and, generally speaking, that is when the discussion will take place. There is 
no reason in the world, if somebody wants to discuss it, why he could not. 
That is in the hands of the House. May I point out that while we are arguing 
about these pamphlets, up to this year members of the committee never had 
the pamphlets until the date of the meeting, so that the committee is going 
to get the pamphlets earlier this year than in the past. We are only arguing 
about technicalities. 

Sir Evctne Fiser: I am not sure if the way you have introduced your 
Bill is right. If you have to introduce a resolution on which that Bill will be 
based— : | 

Hon. Mr. Manion: Mine is not a money Bill. My Bill is to give the 
railway the right to borrow money. We are not raising the money; we are 
siving the railway the right to sell securities. Mr. Bennett’s Bill is a Bill to 
guarantee those securities. 

Mr. Power: May I ask this? I understand that Mr. Bennett has intro- 
duced a resolution on which a Bill will be based afterwards. At the same time 
we are having referred to us sixty-eight million dollars of estimates. 

Hon. Mr. Manion: Yes, ultimately, but not at the moment. 

Mr. Power: But not before the resolution and Mr. Bennett’s Bill are dis- 
cussed in the House I assume. What would happen if this committee decided 
that we should have more or less than the sixty-eight million dollars; that 
the amount should be seventy-five million or fifty million dollars? What would 
be the use of Mr. Bennett’s Bill to authorize the government to guarantee 
sixty-eight million dollars? 

Hon. Mr. Manion: Mr. Bennett’s Bill is going to be referred to this 
committee, and this committee could recommend that. the Bill be modified. 

Mr. Power: I understand that both Bills will be referred to this com- 


mittee? 


- 


Hon. Mr. Manion:,. Yes. 
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Mr. Power: ‘There is certain information which I have been asked to 
secure by members of the House, Mr. Pouliot amongst others. If I were to 
hand in some of these’ questions to the Chairman would he see that they are 
handed to the proper officers of the Canadian National railways in order 
that they may receive replies as soon as possible? And if the railway has any 
objection to answering any of these questions I will be very glad if the officials 
let us know at the earliest possible moment just what their objections are, and 
why they cannot answer the questions. Some of them, may perhaps, be of such 
a character as to involve considerable labour. I do not want to be unreason- 
able, and if that is pointed out to us we will proceed accordingly. 

The Cuatrman: I might say to the members of the committee that as far 
as I am concerned—and I think I can speak for the committee—we invite such 
questions as these. We can prepare them and put them on the agenda form, so 
that everybody will know what is going on. ° 

Mr. Heaps: What questions are these? 

Mr. Powrr: These are questions placed upon the order paper of the House. 
Under ordinary circumstances, as members well know, when we are discussing 
estimates, members usually insist that the orders which they asked for are 
brought down before the estimates are discussed. ; 

The Cuarrman: Besides, any member has a right to ask any question he 
sees fit. It does not follow that all questions are going to be answered, but a 
reason will be given why they are not answered. 

Mr. Hnars: I have no objection, but I want to know if there is going to be 
a duplication of effort. os 


Mr. Powmr: It does not make any difference whether they are passed by | 


the House or not, they are all questions of members to the officers of the Gana- 
dian National Railways—or nearly all. The officers are here, Even if they do 
pass the House, they will be asked to find the information, so they might just 
as well be asked here, and have them passed on from the department. 


Mr. Heaps: If a member asked the House for information and is going to 


get the answers through the House, he should not attempt to get the answers 
here. : 


Mr. Powsr: No, no. I think Mr. Heaps has entirely misconceived the 


object of this committee. This is a committee on estimates. First of all, it is 


on the expenditure, and then it is on the estimates. In the House, whenever we 


discuss estimates a man could say, “we do not want to go on with those estimates 


unless the Minister brings down information.” I am not putting myself in that 


position, but I say that before we can discuss certain items we want information. 


This is a committee on estimates which replaces the committee of the whole — 


House. 
Mr. Heaps: Some of those questions asked in the House were turned down 


because of the nature of the correspondence asked for. I do not know whether = 


these are the same questions. 


Hon. Mr. Manion: They came to me. Most of these questions were passed — 
és an order for return, but in the case of some questions I made the statement 


in the House that I was advised through my deputy that the replies would take 
weeks of work on the part of officers of the railway. Some of them came up 
two or three days ago and the answers are not ready. These are matters that 


will be dealt with by return and so on; but if the members of this committee 
want to ask some questions in this committee, it is up to the officers to answer 


them if they can. 


Mr. Powmr: The difficulty which we meet with in the House when we place 
questions on the order paper or ask for returns. is that it is impossible to dis- 
cuss them. These things are not debatable. Now, here in committee if any of. 
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the officers of the railway come and say “such a question is of a kind which 


~ involves so much labour that you cannot reasonably ask us to reply to it, but 


= —_ 


if you care to amend it we will give you this information”—it is something that 
can be discussed without falling foul of the Speaker that I am asking for. 


Hon. Mr. Manton: That is all right. 

Mr. Power: These questions will be on the order paper. 
Hon. Mr. Manion: Those questions are on the order paper. 
Mr. Power: I will read them into the record. 


Hon. Mr. Manton: I say this with all due respect. Surely we are not going — 
—I say this without any disrespect to my friend Mr. Pouliot—surely we are not 


going to take up the time of this committee to again deal with the Riviere du 


Loup Station. Surely we have bigger questions to deal with than that. 

Mr. Power: There are some matters of more importance than the Riviere 
du Loup Station. 

Sir Eveene Fiser: If the Canadian National officers answer some of these 
questions, when the answer is brought down, the answer and question should be 
put on the records. 

Hon. Mr. Manton: The answer will be in the House of Commons. Do you 
want it repeated? 

Mr. Betu (St. Antoine): Could not Mr. Pouliot ask his questions when we 
are discussing the particular item? | 

Mr. Poutror: I am not a member of the committee; but my name has been 
mentioned by Mr. Bell, and I would like to say that these questions are not put 
here in order to make more trouble; they are to simplify matters. The Hon. 
Minister of Railways is acting as a link between the Canadian National Rail- 
ways and the House of Commons. He has said so repeatedly in the House of 
Commons. Now, here is a committee on Railways and Shipping in which mat- 
ters pertaining to the Canadian National Railways are discussed with the officers 
of the committee. I could simply come here and ask the officers of the railway 
to answer a question, but my only reason for coming here to-day is to simplify 
matters, and I will be ready to drop any motion for order for return or any 
question that has been put in the House. [ have something else to say. Some 
questions are long questions and some are short. Some questions might be 
answered by yes or no, and [ think those answers could be made without any 
trouble either to the railway or the Minister of Railways or to his department. 

Hon. Mr. Manton: I am going to say one word. These questions have been 
asked on the order paper of the House of Commons; why repeat them in this 
committee? It seems to me they will be dealt with in the ordinary way. 

Mr. Pouuior: It is to simplify the information and to save my hon. friend 
the trouble of giving the answers in the House. They will be given direct to 
the committee by the officers of the railway, and my hon. friend will not have 
te give them to the House. This is to save trouble. 

Mr. Hanson: The House cannot lose jurisdiction; they have been passed 
in the House. | 

Mr. Pounsor: Will you be kind enough to put those questions in the report 
of the committee, or will-I have the privilege of asking them? 

Sir Henry THORNTON: I cannot answer that. I have no status here. 

The CHarrMAN: There will be no questions at the present time to ask 
‘Sir Henry Thornton. He is making a statement to us. When he gets through 
with that statement you can ask questions and not before. 

Gir Henry Tuorxton: Mr. Chairman and gentlemen of the committee, 
you have before you the annual report of the Canadian National railways for 
the last year, and you have certain information that has been circulated which 
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enlarges upon the data revealed in the report. With your permission I should 
like to make a general statement relating to the expenditures of last year, and 
the capital budget which has been presented through the Minister for the 
requirements for this year. In order to provide a proper background for the 
discussion of those votes which relate to last year from the expense point of 
view, and also with respect to capital, it may be necessary to go a little way 
back into the past and explain certain conditions which surrounded the Cana- 
dian National system. As you will observe from the annual report, the gross 


revenue for 1930 was approximately $222,000,000, and with your permission. , 


I shall use round figures rather than go into dollars and cents. That repre- 
sented a decrease of $46,000,000 as compared with 1929. But what is also 
interesting and important to the members is that the gross revenues of_ the 
company for 1930 represented $63,000,000 less than 1928. In other words, in 
two years the railway company suffered a reduction of the very large sum of 
$63,000,000. That was a condition which was not peculiar to the Cana- 
dian National railways; it more or less affected all of the large railway 
systems on the North American Continent and a great many enterprises engaged 


in other activities. The problem which confronted the management was to | 


adjust itself to those rapidly falling revenues, Now, it is not an easy thing to 
adjust so large an enterprise, so widely flung as the Canadian National railways, 
to changes and depressions which come with almost apalling rapidity, and 
which, at the same time, are found from coast to coast. Commencing, however, 
with the spring of 1929, it became evident to the management that we were 
embarking upon and were confronted with a period of depression. At that 
time, neither the administration of the railway nor, as far as I-have been able 
to discover, any other administration nor any other enterprise realized or 
thought that the depression would proceed with such rapidity or to such an 
extent. But as the character of the depression became recognized, the railway 


administration progressively applied increased pressure looking towards a reduc-. 


tion in expenses, and an increase in economy. Last year the efforts in the 
reduction of expenses were reflected in a reduction of $20,000,000. 7 
Mr. Hanson: According to this statement it is $26,000,000. 


Sir Henry Tuornton: Thank you. I was looking at the wrong figures, 
It is practically $26,000,000. It is rather interesting to observe that of that 
amount $12,000,000, or approximately half, was saved in transportation expenses, 
Now, it is easily recognizable that a dollar saved in maintenance of way and 
maintenance of equipment may not be entirely a dollar saved. It may be that all 


or it may be that a proportion of that dollar, or perhaps:-more than that dollar. 


may have to be spent in subsequent years to catch up with deferred maintenance 
both in respect of roadway and equipment. But a dollar saved in transportation 


expenses is really a dollar saved. It never has to be made up again. It is a: 
pure saving. Commencing with the spring of 1929 as I explained to this com- _ 


mittee when it met last year, a budget system was inaugurated, and under the 
Operation of that system we have endeavoured to ration the expenses of the 
company, so far as they were controllable, month by month. During the 


There is a minimum beyond which it is impossible to pass. For example, it may 


be possible to make certain reductions in passenger trains and mileage, but in- 
order to preserve continuity of service and egress and exit from communities, — 
a certain number of Passenger trains must be run. You can reduce passenger. 
mileage to a certain extent, but it cannot be entirely eliminated. You may ben ae 
able to reduce the clerical staff at a station, but you eventually get to the point 
where there is no one left but the station agent. He has got to be continued 
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if the station is to be kept up, and in most cases the station must be kept open. 
- It may be possible to reduce a section gang from six men to four men or three 

men or two men, but there always must be on each section a foreman and one, 
two or three men in order to patrol the track and maintain safety. In other 
words, what I mean to say, Mr. Chairman, is this: that in handling the expenses 
of a railway corporation you eventually get down to a point beyond which 
circumstances preclude any further reduction, and as the pressure became 
more and more severe during the last year, and also this year, the railway admin- 
istration has been reducing its expenses as rapidly as the safety to traffic and 
reasonable preservation would permit. We are not done. Very substantial pro- 
eress has been made. We are by no means finished. In that sense, nothing on 
a railway is ever finished, because no matter how well you may be doing there 
is always a litte something more that can be done. But the situation with respect 
to expenses has engaged the anxious attention of all the officers of the company, 
‘both those at headquarters and outside, and in examining the reports in this 
budget and the meetings which I referred to and which I held about the 25th 
of each month, it is rather fine-to observe that the officers themselves are in a 
psychological condition of mind which results in an effort to vie with each 
other in saving money rather than to bring forward recommendations for the 
purpose of spending money. If you will permit me to say its I think you will 
observe the truth of that statement. A railway is to a very considerable extent 
a state of mind. It must be a state of mind because for every uuit of output 
it probably employs more men than any other form of industrial activity. It is 
widely flung; most of its operations are not under the continuous eye of a 
headquarters’ management. The Vice President, myself, or others of the head- 
quarters’ staff in Montreal have at no given moment any idea of what is happen- 
ing at Toronto, Winnipeg, Calgary or Vancouver, or at the thousands of stations 
and shops included in our system. That has got to be left to those who are on 
‘the ground to faithfully and conscientiously carry out their work, and to execute 
the policies of the administration. In that respect a railway company is different 
from a manufacturing plant which generally is under the eye of the managing 
director or the superintendent who can walk about the plant in anywhere from 
twenty minutes to ttvo or three hours, depending upon its magnitude. Within 
fourteen or fifteen minutes he can have all his foremen and departmental 
superintendents in his office. They respond quickly and immediately to the 

policies of the administration. With a railway, however, as I have explained, 
we must leave very much to the desire and intent of the officers and men to carry 
out the policies of the company. Therefore, a railway company in its operation 
is more than almost any other form of industrial activity very largely a state 
of mind, and the formation of these budget committees on the different regions, 
with the constant pressure of this committee presided over by the regional 
general manager to revise expenses, has produced a state of mind all over the 
system which has for its object the inculcation of the desire in every man down 
to the lowest section man to find pride in saving money which, of course, is the 
result of the times in which we live. 


The management has been zealous and ardent in its efforts to produce 
that situation and that condition, and it is a matter of intense gratification to 
us, and it must be to you also, that all officers and men have in a very fine 
way responded to that spirit which grows on it through pride in the organiza- 
tion. 

Now, during the whole of last year and this year we pursued constantly 
every avenue which offered for the reduction of expenditures and for the saving 
‘of money. Of course, that necessarily involves a certain amount of technical 
knowledge. It requires a technician to say how much money can be saved by 
reduction in track forces as compared with the condition of the track that 


8 SELECT STANDING COMMITTEE 


_ 


results therefrom. Consideration must be given to the speed, to the weights” 


and to the density of traffic in determining the standard of maintenance which 
is to be inaugurated and sustained. The same factors are apparent and enter 
into the problem of the maintenance of locomotives, rolling stock and all those 
things which represent the physical aspect of the property. It is not a simple 
thing todo. It is a thing which involves experience and technical knowledge. 
And we have brought to bear the best intelligence from our officers that could 
be mustered for the purpose of saving money, without, at the same time, estab- 
lishing such a debt for the future in deferred maintenance which would result 
in serious liability. As I have pointed out, the reduction in expenses has been 
nearly fifty per cent in transportation, and I think that represents a fairly 
good showing. Just in passing, it is only fair to say that the question is 
often asked ‘‘ how.long is the present depression to continue?” 


Mr. Hanson: If you can answer that question, Sir Henry, we will give 
you a bonus. 


Sir Henry THornton: I can give you a formula, and that is this: that 


the accuracy of the prophecy varies inversely with the experience and import- 
ance of the prophet. In short, what I mean to say is this, that the more one 
knows about it,-or, at least, the more one is suspected of knowing, the more 
unreliable becomes the prophecy. I can say that there are certain signs that 
we have reached the bottom, and there are certain signs which point to 
improvement. For example, if you will take the automobile business, which 
is a fairly good yardstick measure of how the public feel with regard to 
expenditures in their financial position, we find that in Michigan there has 
been a substantial increase in cars loaded with automobiles for the last thirty 
days. In short, the automobile business is looking up compared with the 
corresponding month last year. We believe that stocks are reaching the 
irreducible minimum, and there are certain signs that purchasing is commenc- 
ing once more. 


Now, I do not mean that it should be inferred from that that happy days 
are here again and that we are off to the races, or anything of that sort; but 


certainly times look rather better than they were. Theré is still the necessity 


for rigid economy and great prudence, not only in our operations, but, I take 
it, in the operations of all industrial activities. Now, gentlemen, that briefly 


represents the situation in so far as our general revenues and expenses were 
concerned last year. I would like to say too if I may, with respect to the 
capital budget which has been presented in connection with expenses, if I may — 


go back to that for a moment, you will need to go over each item of those — 
expenses, and you have in your hand a fairly detailed statement of just what — 
has happened, what the decreases were, what the reasons were for those — 


decreases, and those will be dealt with in detail as the work of the committee 
goes along. For this year we have reduced our budget which is to say capital 
requirements, under instructions from the government—let me say, I think 


quite rightly so—to the irreducible minimum. We have asked for only those 
things which we felt the welfare of the property demanded, and which the 
government, through the Minister of Railways, felt were things that we should — 
ask for. The attitude of the government for this year, and which found, if 
I may say, a ready response in the railway administration, was one of extreme — 
vigilance and utmost economy, and we have endeavoured to co-operate with 
the government in that respect, and the budget as it is presented represents — 


a budget, which, so far as railway officers are concerned, we believe to be, — 


under all the circumstances, a sound budget. The amount which was asked SS 


for in additions and betterments represents the sum of $20,000,000. : 
Mr. Hanson: Is that contained in any of these pamphlets? 
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Hon. Mr. Manton: Generally speaking, I do not think the discussion should 
- go on that item. I think Sir Henry might go ahead and finish his statement. 

Sir Henry THornton: I have very little further to say. Perhaps I 
ean close that aspect by saying that, in so far as additions to capital are 
concerned, which grow out of what are called additions and betterments to the 
property, it represents an amount which, if my memory serves me, 1s much 
less than any amount we have asked for, for many years. 


Mr. McLaren: Yes. 


Sir Henry Tuornton: In other words, I may tell you in order that you 
may understand, that we have kept our budget down to the lowest possible 
minimum. Now, when you come to consider— 


Sir Euctne Fiser: On that point, will you explain which of the particu- 
lar amounts provided in the Bill are for betterments? Speaking from memory 
the amounts are $30,000,000, $9,000,000 and $27,000,000. 


Sir Henry TuHornton: About $30,000,000 I think. Dr. Manion says that 
the $20,000,000 are for additions and betterments, and $30,000,000 for better- 
ments. 

Str Eucene Fiser: $27,000,000? 

Sir Henry THorNTON: It is approximately $20,000,000. Now, to get the 
right perspective with respect to expenses-of the company for this vear, and 
also its capital requirements, it is necessary to look back a little over the past 
just to see what the situation was which confronted the railway administration 
on January Ist, 1922, both as to expenses and as to capital requirements, because 
what has happened as to the condition of the property at that time and the con- 
dition of. the property to-day has a very material effect on what we are able to 
do in the year 1931, and I do not think that the railway administration has 
ever had an opportunity, or, at least, has never embraced an opportunity to 
explain certain matters which this Committee, I think, ought to be cognizant 
of if it is to get the right point of view, or, at least, to have before it all of the 
necessary information to reach correct decisions. Let me say now in connection 
with anything that follows both as to expenses and as to capital, that regard 
must be had for the period of the war and the immediate years which followed 
the war. The war, of course, put. a very definite restriction upon capital 
expenditures for transportation purposes in Canada, not only with regard to 
our own railway but also with regard to the Canadian Pacific. It also resulted 
in certain restrictions with respect to moneys charged to expenses. However 
- that might be, what we are interested in and what this present administration 
is interested in is the situation which confronted its management—and when I 
use the word management I do not mean myself—I mean those who repre- 
sented the executive authority of the railway, including our vice-presidents— 
the situation which confronted them in January, 1922, as far as the Grand Trunk 
railway system was concerned—and we will have to consider the two principal 
constituent companies of what is now known as the Canadian National railway 
system—-as far as the Grand Trunk Railway system is concerned, there was a 
very heavy accumulation of deferred maintenance both as to roadway and as 
to equipment, and generally, the physical condition of that property was such— 
and I make no bones in saying this—that the property had been definitely 
allowed to deteriorate much more than the exigencies of the war required, during 
the days of private Grand Trunk administration. 


Mr. Geary: Had been or has been? 

Sir Henry THornTon: Had been. There was a greater desire on the part 
of the administration of that property when in private hands to pays dividends 
than to maintain the property. There were too few automatic signals, which 
are essential for the safe and expeditious movement of traffic. The rail for the 
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speed and weight of the traffic was light. There was little or no stone ballast. 
There were inadequate yards for the economical handling of freight, and an 
inadequate passenger service. There were a number of antiquated stations, and 
we still have several left with us. The station at London, Ont., which rejoices 
in eight decades of history is eighty years old. The station at Hamilton which 
has now happily been rebuilt was approximately of the same age. Generally 
speaking, the whole station situation on the line of the old Grand ‘Trunk rail- 
way had been allowed to run down very considerably at. the heels. ‘The 
Toronto Terminal had been built but was not in use. It had. been lying fallow 
some distance away from the main line. One of the responsibilities which both 
the Canadian Pacific and ourselves had to face was to build an elevated struc- 
ture to reach that station and get it in operation. No effort at all had been 
made to solve the Montreal grade crossing situation west of Bonaventure 
station, and no effort was made to solve the problem of the Montreal Terminal 
station by the Grand Trunk railway company, although that company had 
been existence in Montreal for many decades, perhaps fifty or more years. The - 
shops were both inadequately equipped, improperly built and antiquated. One 
of our obligations was to scrap practically the whole of the Point St. Charles 
shops, and build new buildings for the economical handling of shop work. 
There was a poverty of sidings and freight handling facilities all over the 
railway, and as a result of all that there had been a-general depreciation of 
service rendered to the public. That was the situation as far as the Grand 
Trunk railway was concerned, although that had been a railway which had 
been in existence for perhaps fifty or more years, the first railway built in 
Canada. 

When we come down to the Canadian Northern, this railway was found 
io be in a generally unfinished condition. Now, Mr. Chairman, a railway is 
something more than ties, rails, an embankment or a cut; a lot more things are 
involved. We found that the cuts in many cases were narrow and badly drained, 
expensive of maintenance. The embankments were narrow, too narrow to hold 
the ballast which either ran away when it was dumped or it was washed away. 
In many cases the rail was light. We had many miles of wooden trestle bridges 
which were rapidly reaching a stage which necessitated renewal, because they 
had all been built more or less at the same time. I remember in one of the 
earlier meetings of this committee, Sir Henry Drayton called attention and 
expressed great anxiety with respect to the wooden trestle mileage which we 
had on our western lines. He wanted to know what steps we were taking to 
renew these bridges, and build permanent structures. We had about forty 
thousand all wooden freight cars which were rapidly reaching a position which - 
in a short time would preclude their use in the interchange traffic with other 
railways. One of our problems was to rnew those box cars, and the amount 
of money which was spent on box cars was determined—not by what we ought 
to have done or what we would like to have done, but by the amount of money 
that was available, and that still continues to be one of our problems. 

Mr. Heaps: How many wooden box cars are left? 

Sir Henry THornron: About 5,000. 

Hon. Mr, Kuter: What becomes of the old ones? 


__ Sir Henry THornton: Some are scrapped, and the better ones are equipped 
with metal draft arms, but we materially reduced the number of those cars. 
But that is still a problem. | 

Hon. Mr. Eutrr: They will be written off. 


Sir Henry THornron: Eventually. Now, we are generally dealing with 
the situation which confronted the railway. We were at a disadvantage—and 
when I say we I again refer to the officers, the vice-presidents and myself—we | 
had to decide what we were going to do with such a situation. Business was 
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improving, things were looking good, and it was our judgment that unless the 
whole situation was taken vigorously in hand we would soon find that we had 
not only a second class railway but we might be confronted with a railway which 
would be quite inadequate to perform its transportation responsibilities to the 
public. Therefore, we proceeded to improve the property, partly by increased 
charges to expenses and partly by additions to capital. 

Now, just in that connection I might say that the amount expended on 
capital account, net capital increase during the first eight years, amounts to 
approximately $400,000,000. 

Mr. Hanson: That would be to the end of the last fiscal year? 

Sir Henry THornton: Yes, that 1s right. 

Hon. Mr. Manion: Do you mean the fiscal year or the calendar year? 


Sir Henry Tuornton: I am talking of our fiscal year. Of course, capital 
expenditures on a railway never cease. They are just like the income tax; 
they go on forever, and no matter how perfect the condition of a railway may be 
there will always be a certain number of capital expenditures. Happily in 
our case I feel—and I am not alone in this statement—that we have got behind 


‘most of our major capital expenditures. That is to say, we have brought the 


railway to a reasonable degree of efficiency, and unless something very unfore- 
seen takes place the trend of capital expenditures in years to come will not be 
to the same extent afterwards as it has been in years gone by. 

Mr. Hanson: That would cover the rolling stock, maintenance of way, 
structures and rail? 

Sir Henry THorNtTon: I am speaking of the instrument as a whole. Now, 
these figures I venture to give you are rather interesting. If we take the year 
1930 and compare it with 1922, we find that the increase in net revenue to the 
railway company is $17,000,000. For purposes of making this comparison I 
am going to eliminate the central Vermont railway. The capital expenditures 


on that railway amount to about $30,000,000. The additions to capital on the 


rest of the railway composing the Canadian National railways: amounts to 
$370,000,000. I eliminate that because the Central Vermont last year—and it 
is now on a paying basis—because last year it met all of it# fixed charges and 
it had a surplus of $150,000 besides. “But if I eliminate that—and I am doing 
that for convenience because that happens to be the way the figures are pre- 
pared, we find that after eliminating the Central Vermont the increase in net 
earnings in 1930 as compared with 1922 is about $17,000,000, and the increase 
in capital is about $370,000,000, and that the ratio of the increase in net earn- 
ings to the increase in capital 4°% 99 per cent. If you take class one railroads 
of the United States just as a matter of comparison, as a yardstick, to see what 
happens, we find that the ratio is 414499 per cent, and if you take the Canadian 
Pacific you will find the ratio is 75499’s of one per cent. In other words, our 
additions in capital in so far as efficiency is concerned are rather more than 
the class one railways of the United States. 

Mr. Hanson: That includes new constructions? 

Sir Henry TuHornton: Oh, yes; everything that is chargeable to capital. 
Now, here is a new yardstick. Within the last eight years the expenditures on 
capital account on the Canadian National amount to $2,069 per mile of line. 
On the Canadian Pacific railway it amounted to $1,990 per mile, or practically 
the same as ours and on class one railways in the United States; and by that 
I mean such railways as the New York Central, the Pennsylvania and the 
Santa Fe, and what are generally regarded as the more advanced railways of 
the States. During that same period 1923-29, the capital expenditures on such 
railways in the United States were $2,678 per mile, notwithstanding the fact 


that we were dealing with a young and relatively unfinished railway, and the 
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railways to which I refer in the United States and the Canadian Pacific Railway 
were finished railways and had been in operation for several decades. Now, 
I also want to say to you that during that period to which I referred the 
Canadian National railways increased their capital account on account of 
additions and betterments $370,000,000 and the -Canadian Pacifie $232,000,000, 
and you must remember that the Canadian Pacific has considerably less mileage 
than we have. 

Now, then, we have an industry in Canada which is luerative and important. 
It is second only to the agricultural production of the country. I refer to the 
tourist business of Canada. The tourist business of Canada nets to this country 
annually a sum which is not less than $300,000,000. It may be more. Certainly 
it is not less than $300,000,000. It is an important business to us. It leaves 
in the hands of our people annually $300,000,000. The success that we have in 
exploiting that business depends on a good many things, and it is made up of 
the contributions by a good many different factors. There is the contributions 
of money that is spent by the provinces and by the communities to advertise 
and attract tourists to Canada. It depends upon the highways which are built 
by the provinces and which may be built by the Federal government. It depends 
upon transportation services which are offered by the railway companies. It 
depends upon the fishing clubs, golf courses, and it depends upon our hotels, 
because hotels play a very large part in the tourist business of the country. In 
other words, the point I want to make is that this tourist industry which nets 
Canada $300,000,000 is not exactly the business of the Canadian Pacific or the 
Canadian National, it is the business of the country as a whole. But each of 
us in our way and within our sphere makes certain contributions which con- 
tribute to retaining and increasing that business. One of those things is, 
of course, hotels. The Canadian Pacific railway has always been distinguished 
for wisdom and sagacity in management, and I make that statement quite 
cheerfully, and, as a railway man, I sincerely believe it. In the years from 
1923 to 1930 their contribution to this tourist business—their investments in 
hotels, both new hotels and additions to old hotels were represented by the capital 
sum of $45,000,000. ‘“ 

Mr. Hanson:® Since 1923? 

Sir Henry Tuornton: From 1923 to 1930 inclusive. The contribution 
of the Canadian National in regard to the money we have spent upon hotels in 
that same period is $16,680,000. If the standard set by the Canadian Pacific 
and if their estimates of the situation were just, I think we have done our part, 
and have done it with prudence. 

Mr. Hanson: Did you say $16,000,000? 

Sir Henry THornton: $16,680,000. | 

Mr. Hanson: Will the details of these figures be given? 

Sir Henry THornton: I am giving them now: Chateau Laurier, $5,927,000; 
Vancouver Hotel, $2,980,000; Jasper Lodge, which is an investment of 
$2,483 000— . 

Hon. Mr. Manion: What date is that? 

Sir Henry Tuornton: That is December 31, 1930. 

Hon. Mr. Manion: When was the Chateau Laurier begun? 

Sir Henry THornton: The original hotel, of course, started many years 
ago. The new addition was completed last year. — - . : 

Hon. Mr. Manion: Because the Chateau Laurier involves a much greater 
amount of money than that. ; 

Sir Henry THornNtTon: I am simply taking the money that has been spent 
by both companies during the period under consideration. Now, I mentioned 
that the Jasper Park Lodge represents a capital investment of say, in round 
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figures, two and a half million dollars. During the last eight years the revenue 
from the hotel and the accessories connected with the hotel plus net profit in 
the traffic which we have got, and which we would not have had had we not 
had Jasper Park, has been sufficient to pay back to the company the entire 
capital investment of eight hundred thousand dollars besides. I do not know 
of any resort anywhere in the world that can present such a showing as that. 
You will probably say “well, two and a half million dollars is a very small 
sum for what we have there; how did you come to build it so cheaply.” The 
answer is simply that practically all of the material of which we built Jasper 
Park Lodge and the buildings surrounding it came out of the forests within 
half a mile of the hotel, including the stone work. Labour was cheap and we 
were able to build Jasper Lodge for that reason very much more economically 
than had we tried to construct the building in Montreal or Toronto. The Nova 
Scotia hotel represents $2,358,000; Minaki Lodge, $1,091,000; the Charlottetown 
hotel, $689,000; the Saskatoon hotel, a half million dollars; Pictou Lodge, 
$200,000. Additions to the Fort Garry during the period we are discussing, 
$136,000; the Grand Beach hotel, which is on the lake close to Winnipeg, 
$117,000; Prince Arthur hotel, $79,000; the Macdonald, $69,000; the Prince 
Edward hotel, $20,000; Nipigon Lodge, $13,000; Highland Inn, $2,000. The 
total approximately is $16,600,000. Now, that is, as I say the contribution 
which we have made and which we felt was justified in order to retain and to 
enhance this very large and lucrative tourist business. Now, gentlemen, that 
represents briefly the money that has been expended in connection with capital 
investments in the past. Let me say that that has nothing to do with 1930. 
Well, technically speaking it has not, but it has this effect on 1930 which J 
think ought to be taken into consideration that it has made possible a reduced 
expenditure in 1930 and 1931 which we could not have had without damage to 
the property otherwise. What I would like to make clear to you is this that 
when the administration of the Canadian National railways was first unified, 
and the constituent companies were brought under one administration, we were 
confronted with a certain condition and a certain situation. We had to decide 
whether the railway was to be equipped to perform transportation responsi- 
bilities, and whether it had deteriorated. There was no other course to pursue. 

Now, here is another fact which is interesting. In 1930 and in 1922 the 
eross revenues of the company were substantially the same to all intents and 
purposes, broadly speaking, the gross revenue of the company in 1930 and in 
1922 was the same; but the expenses in 1930 wer actually $17,000,000 less than 
in 1922, and if allowances were made for reductions in freight rates, and increases 
in wages, the comparative position would be this, that the expenses 1n 1930 were 
$22 000,000 less than in 1922, and I venture the statement that had the property 
not been brought under a state of efficiency the performance would not have been 
as I have outlined. We ran through the same territory in 1922, we enjoyed traffic 
from the same cities, and we are in substantially the same position. Now, that 
difference in expenses did not happen by accident; there is a reason for it; and the 
outstanding fact is that with the same gross revenue in 1922 and 1930 on a com- 
parative basis the expenses were $22,000,000 less. 

Hon. Mr. Evter: Would you care to make an estimate of what reduction 
there was in your revenue—say, the net revenues and a reasonable computation 
of loss due to the trucks and automobiles? 

Sir Henry THornton: That is an almost impossible figure to. get at. 

Hon. Mr. Evuuer: It is very substantial? 

Sir Henry Tuornton: Yes, it is a very substantial figure, and it is one of 
those things which is a source of great anxiety to all railway men not only on 
the North American Continent but in England and all over the world. It is a 
very serious thing, and it is something that we have in my judgment insufficiently 
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considered thus far. I think the time has come when the industry has, as an 
industry to recognize that the automobile is an important competitor, and there 
is Only one way to compete with a competitor and that is to compete. There 
is no good to compete with a competitor with inferior service. That does not 
get anybody anywhere. If railways are going to compete with the highways they 
have got to furnish service which is commensurate with the service which is 
supplied by the highway. 

Mr. Hanson: In the United States they are taking steps now. They are 
taking steps not only to compete but to control. I happened to be at a session 
of the Maine Legislature this last winter when the whole question of truck 
control as affecting railway transportation in that State was considered. They 
are doing something there, and I think we will have to do something in Canada. 


Sir Henry THornton: On that point I think the fair view to take is this 
that in the first place he who uses that highway which is provided by the state 
or the province as the case may be, should not use that highway in a fashion 
which interferes with the reasonable use of other users of the highway. That 
is to say, he should not operate a truck of such width as to endanger the private 
vehicle in passing, nor should he operate that truck at a speed which is unsafe 
to other users of the highway. Nor should the weight of the truck be of such a 
character as undoubtedly to damage the highway and thereby place an increased 
burden upon the state. Those who use the highway should be on an equality 
with respect to the use of it. Secondly, he who uses the highway should pay a 
reasonable charge for the use of that highway. To the individual citizen it may 
come in the form of a gasoline tax or a tax for the construction of highways, or 
whatnot, but whoever uses that highway ought to pay a charge commensurate 
with his use and the profit he gains from the use of that public facility. Thirdly, 
the rates and fares which are employed by the users of the highway should be 
subject to the same form of regulation as applies to railways and steamboats 
and everything else. If it is a public form of transport, then the public certainly 
should have a voice through a commission with respect to what the charge should 
be to the public. Fourth, those who employ the highway for commercial purposes 
should subject those who drive their vehicles to reasonable mental and physical 
tests. That is to say, you should not confide a bus laden with passengers to a 
man who may have advanced heart trouble, or who might have deficient sight, 
or who might have some other defect. The railways oblige their engine men 
and firemen to pass an examination for sight and hearing, and, generally, their 
physical condition is under review from time to time. Certainly, and to a much 
greater degree, he who drives a truck or a bus, whether it is laden with freight 
or passengers, ought to be in sound physical condition to safely perform his 
function. Now, if these things which I have ventued to enumerate were imposed 
on the commercial user of the highway in the form of regulation, then I do not 
think the railways or anybody else would have any complaint. We would have 
to take our medicine. We would have to say, “here is a reasonable competition; 
we have got to meet that competition, and if we cannot meet it we will have to 
go by the board.” Now, that is briefly the situation as I see it with respect 
to highway competition. 

Mr. Hanson: That is the conclusion they have reached in England. 


Sir Henry THornton: Now, I am not sure whether they have gone that 
far or not. I haven’t had any information as to just what the highway laws are, 
but it is an exceedingly serious situation in England. First, because England is 
covered with remarkable highways; secondly, distances are short; and there is 
a third reason, the climate is mild. We have our wonderful winter which comes 
along once a year and which helps the railways considerably in the matter of 
highway use. : : 
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Mr. Hanson: Before you leave your survey of the capital account, would 
you deal with the question of new construction, new acquisition, during this 
eight-year period, because that is a substantial part of your capital expenditure? 

Sir Henry THorntTon: I will give you the detail of that: branch line con- 
struction—again I will give round figures—$65,000,000; lines acquired, $19,000,- 
000; coordination of facilities, $6,300,000; rolling stock—that is to say engines, 
freight and passenger cars— ; 

Mr. Hanson: $90,000,000? 

Str Henry THORNTON: $19,000,000. 

Mr. Hanson: I am speaking of the aggregate of these three items. 

Sir Henry THorNtToN: Branch line construction, line acquired— 

Mr. Hanson: And coordination. 

Sir Henry THornton: That adds up to $91,000,000. 

Mr: Hanson: Now, with reference to that— 

Sir Henry THORNTON: You understand what I mean by coordination? 

Mr. Hanson: I think I do. 

Sir Henry THornton: Perhaps I should explain that. By coordination I 
mean this: this railway is made up of the Grand Trunk Pacific, the Canadian 
Northern, the old Grand Trunk Railway, the Transcontinental and the Inter- 
colonial. The particular lines with respect to which coordination expenses were 
necessary were the old Grand Trunk, the old Canadian Northern and the Grand 
Trunk Pacific. We had to fit those properties together. That involved certain 
construction; certain things had to be done to make the three lines fit in together 
as one unit. That is what we mean by coordination expenses. 

Mr. Hanson: Now, dealing with the first two first, if I am permitted now 
to ask some questions— 

Mr. Hears: May I ask if Sir Henry has finished his statement? 

Sir Henry Tuornton: I have substantially finished. There was the state- 
ment with respect to capital expenditures and what might be called auxiliary 
expenses chargeable to expenses properly in order to bring the whole. property 
up to a state of reasonable efficiency. 

Mr. Hanson: Now, dealing with the two first items of your construction 
of branch lines and the acquisition of lines, $65,000,000 and $19,000,000. 


Sir Henry THorntTon: That would be roughly $84,000,000. 


Mr. Hanson: I have in mind the three-year programs that. were started 
when you first came into the Presidency. As you will recall they were before 
Parliament. All those branch lines in the $65,000,000 were under construction. 
What proportion in millions, we will say, was involved by the railway manage- 
ment; what proportion was involved by the late administration? 

Sir Henry THornTON: I will answer that as best I can but I do not know 
that it is susceptible to a.precise answer. I am not trying to dodge anything. 
I want to tell you frankly what the situation was. I will just take one or two 
properties. Take the Montreal and Quebee Southern. Now, the project for the 
purchase of that property originated with the officers of the company. We 
knew the property was for sale. It served a territory which was in what might 
almost be called the territory of the Canadian National Railways, a territory 
which we believed because of its situation in the eastern part of Canada, the 
probable availability in the future of cheap electrical energy, we felt 1t would 
probably become an important manufacturing district. Naturally, we had rea- 
son to suspect that it might fall into the hands of the Canadian Pacific railway. 
I do not know whether it would or it would not, but at the same time that is 
something we have got to consider. I think I can say in passing that those days 
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are fairly well over and that we have reached an understanding which is going 
to prevent any competition with respect to building and buying, but that is by 
the way. However, our officers examined the property, and we felt that the 
interests of the company demanded that we should buy that property if we 
could get it at a decent price. We made our recommendation to the government 
and gave our reasons, and they were accepted. Now, when we come to the pur- 
chase of the Gaspe lines, those railways had been performing a somewhat in- 
different. service to that part of the country for many years. I cannot recall 
if this came from the late government or from the officers. My recollection 
is—I will speak quite frankly—that the government said, “now, you had better 
consider and examine whether you can justify the purchase of those lines,” 
Well, we thought it over and we looked at it—and mind you anything that I 
express carries with it also the full approval of our operating Vice-President 
- and the officers of the company; I do not want anybody to get the idea that this 
is a kind of dictatorship; I consult with all the officers with respect to anything 
that is done insofar as their provinces go—we finally came to the conclusion that 
we could justify the purchase of those lines on the basis of fifty cents on the 
dollar. That is to say, if we take the cost of construction and cut it in two- 
and pay fifty cents on the dollar, we might be justified in purchasing it. And 
that is the way that came about. Now, when we come to the other large invest- 
ment we made in the Northern Alberta railways, that had been under discussion, 
I think, ever since 1924. 


Mr. Hanson: That is the one you purchased with the C.P.R.? 


Sir Henry THornton: Frankly I wanted, and all our officers agreed with 
me, to get that railway for ourselves, and we finally got into more or less of a 
jam over the thing and we found that both the C.P.R. and ourselves were 
more or less bidding against each other. So we said, “let us stop this poker 
game and make a joint proposition.” It really resulted in the Canadian Pacific 
buying the land and offering us a half interest. I think I am safe in saying 
that that was more the recommendation of the officers of the railway than of 
the government. The St. John Valley railway—Dr. Baxter spoke to me about 
that—he had been discussing that purchase for, I should think, at least a vear 
or more. Well, we didn’t particularly want to buy it, but at the same time, 
in view of what the Premier said at that time the situation which confronted 
the province, and the probability of making something out of it for the future,— 
because, mind you, when most of these purchases were made everything was 
booming in Canada—it looked as if we were going ahead for I don’t know how 
many years, and that was the result of the negotiations between the officers 
of the company and the provincial administration. They made us an offer and 
we rejected it, and made an alternative offer, and we played little poker with 
each other. Finally we dickered around and came down to a price. That was 
recommended to the government and accepted. 


Mr. Hanson: I have in mind particularly the schedule of branch lines 
asked for in the first three years program which included certain branch lines 
that were acceded to by parliament and certain ones which were rejected. 
Among those which were rejected was the Guysboro Branch which you are now 
building. 

Sir Henry THorntTon: “Yes. 

Mr. Hanson: I want to know if this is a fair question—I do not want 
to put you in any hole—if it is not a fair question say so frankly and I will 
drop it. ; 

Sir Henry THornton: You do not need to drop anything. 

Mr. Hanson: Was it the government that imposed the Guysboro Branch 
or was that the railway? : 
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Sir Henry Tuornton: Well, of course, the most ardent advocate of the 
Sunnybrae Branch was Colonel Cantley, and the Colonel fought and died over 
that branch line—excepting, that he didn’t die; he finally came out on top. The 
proposal to build a branch line was the result of many discussions that I had 
with the Colonel, and probably eventually I yielded to his well known blandish- 
ments. Politically I should say that the Sunnyibrae line was a co-operative 
movement for once between both parties, as nearly as men get to it. However, 
it had been a bone of contention for many years, and finally, after discussing 
the matter with all of our officers, we came to the conclusion, “well, it is not 
so tremendously attractive; we hope that the predictions of Colonel Cantley 
will prove correct; we are willing to take a chance on his judgment” and we 
_gsaid, “all right, we will agree to it.’ That is the way that came about. 


Sip Evebve Fiser: What was the amount of the commitment? 
Hon. Mr. Evter: Has Colonel Cantley’s judgment been justified so far? 


Sir Henry THornton: The railway 1s not finished. As soon as it is 
finished, probably a good deal of traffic that is predicted will develop. At least, 
I have enough faith in it that all things considered, it was a reasonable thing 
to do. . 
Mr. Canrigey: It was fully justified, Sir. 


Sir Henry THornton: The Colonel is an awfully hard man to say no 
to. The total commitment is $4,025,000. Now, in all these acquisitions and 
branch lines and one thing and another I think you have to recognize, and [ 
believe that you will recognize, that the Canadian National railway as a state 
owned institution stands in just a little different position from a purely privately 
owned railway company. We have certain responsibilities to the people of 
Canada and to communities which do not exist with nearly the same force with 
respect to a private company. We necessarily must be somewhat more broad- 
minded in our point of view with respect to branch lines, and constructions 
which develop communities than a purely privately owned railway. Now 
there comes a time, of course, when judgment must intervene and when a rail- 
way administration must say to the government—I do not mean either a Liberal 
or a Conservative government, I mean the eovernment—-"‘no, we cannot recom- 
mend that, it cannot be done, it is not sound;” but there are many cases, and 
this Sunnybrae line was one of them, where there was a question whether 1t 
was good judgment to build it, or whether it was better judgment not to build 
it. In a case like that we felt that the proposition was entitled to the benefit 
of the doubt. 


Sir Eveine Fiset: I suppose in many cases the judgment of the officials 
has taken precedence over the exigencies— 

Si; Henry Tuornton: As far as that is concerned, we have always 
endeavoured—and I think I speak for the officers of the railway company as 
well as myself—to speak frankly to the Minister of Railways who happened 
to be in power at the time and to tell him exactly what our point of view 
“was; and we have done that, | may say, with frankness, and, I think, fidelity. 

Mr. Bett (St. Antoine): Returning to your general statement could I ask 
you to enlarge it in this regard: the revenue this year as I understand it 1s 
$20,000,000 less than last year—$26,000,000? 


Sir Henry THorNTON: $46,000,000. 


Mr. Bru (St. Antoine): What proportion of the gross revenue would that 
be, roughly about one tenth? 


Sir Henry THornton: No, that will represent about a little more than 
twenty per cent. 
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Mr. Betu (St. Antoine): Now, in discussing the estimates, is this a fair 
question: what is the policy of the railway regarding this year’s depression: 
is it for strict economy in everything, labour, material, or whatever it is, or will 
you simply reduce it proportionately to your loss of revenue? 

Sir Henry TuHornton: I will answer that question in this way. I will 
begin with the Minister of Railways representing the proprietors, and I think 
I may go so far as to say that the opinion of the Minister of Railways repre- 
senting the proprietors is that with intelligence, and we must always introduce 
intelligence into anything, there should be a rigid strict economy. In other 
words, that we should promote efficiency wherever possible and reduce expenses 
wherever possible. With that policy the officers of the company and myself 
are in entire accord. We have run into a rough bit of weather. During that 
period we have got to reduce our expenses wherever possible, but there is a 
point which you reach, and it is a technical point, when reduction in expenses 
is not really economy. That is to say, you may allow the property to deterior- 
ate to such an extent that you will have to spend more than you save in order 
to bring it back to a state of efficiency. 


Mr. Hanson: That refers particularly to deferred maintenance. 


Sir Henry THornton: Yes, exactly. In other words, with intelligence 
and prudence, such prudence and intelligence as we can muster. We are 
endeavouring to promote efficiency and increased— 


Mr. Bett (St. Antoine): Without practically any arrangement other than 

you— 2% 
Sir Henry TuHorntron: May I say this: you have to take into some 
consideration the people who are employed on the railway. They have certain 
rights that have to be regarded by both the government, as I understand it, 
and by the railway company itself. You cannot turn a horde of people loose 
upon the street and merely transfer the burden of their maintenance from the 
railway company to the city or to the province or to the federal government; 
in other words, in all these things you have to introduce.a degree of intelligence. 
So you see the motive back of the whole thing is increased efficiency and 


increased economy. 3 
Mr. Canttry: Reduction along— 
Sir Henry THornton: Wherever possible. 


ev 


Hon. Mr. Euter: With regard to your capital expenditure, it must pass 
the approval of the Minister of Railways and the government. ; 


Sir Henry THORNTON: Yes. 


Hon. Mr. Euuer: Any substantial reduction, or anything so far as the opera-— 
tion of the road is concerned? 


Sir Henry THornton: Well, as far as that is concerned, both the present 
Minister and other ministers—I have always discussed the condition of our 
expenses, our revenues and things of that sort, with them. I have got the 
Muinister’s opinion with respect to the measures that we are adopting, the road’s 
expenses; but necessarily when you come to the detail of the execution of the 
expenses, the Minister leaves that to me to say how many section men we 
shall have in a gang, and details of that sort; but there has been— 


Hon. Mr. Evuter: In a large way. 


Sir Henry THornton: There is to-day, Mr. Euler, and I think the 
Minister will permit me to say so, the closest contact with respect to all 
matters which relate to the policies of conduct of the railways. . 


Hon. Mr. Euter: That has always been the case. 
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Sir Henry THornton: I have always done that, or tried to at least. Of 
course, naturally to-day when conditions are more severe and we are in a 
rougher stretch of weather than we have ever been before, the contact with 
the Minister must necessarily and properly be closer than it has been previously. 

Hon. Dr. Manton: May I put in one phrase. I agree entirely with every- 
thing Sir Henry Thornton has said in regard to assistance given by the govern- 
ment in the matter of economies; at the same time anything in the shape of 
economies in operation and maintenance of the road itself, in the ordinary 
operation and management of the road, the whole responsibility for that 
naturally falls upon the management and the directors. 

Mr. Hanson: That is under the statute, is it not? 

Sir Henry THornton: Of course, that is perfectly obvious. All I can say 
is that it is a matter of ordinary common sense, that I would discuss any 
measure or policy with the Minister, and I would like to have his advice 
sometimes; but the Minister is quite right, the officers of this company are 
responsible for its administration, and they have to carry out that responsi- 
bility with such intelligence and fidelity as they command. 

Mr. Fraser: The reduction in your expenses as compared with 1923 and 
1930 involve a reduction in your personnel, employees and officers, and that 
sort of thing. 


Sir Henry Tuornton: Well, there has been an automatic reduction, of 
course, in employees naturally. Take for instance freight service— 


Mr. Hanson: There has-been. 


Sir Henry THornton: There has been, generally; as business falls off 
engine men go back to firemen, and the junior fireman has got tc get out of the 
service; he has nothing else to do. In the same way the junior conductor 
becomes a senior brakeman, and the junior brakeman is put on the extra list. 


Mr. Fraser: Would there be a reduction of employees on account of 
coordination? 


Sir Henry THornton: Yes, on account of coordination. 
Mr. Fraser: You would expect that? 
Sir Henry THORNTON: Yes. 


Mr. Fraser: How does your entire staff compare now with 1923? The 
number of officials and the number of employees of all kinds. 


Sir Henry THornton: I may not be able to get that for a few minutes. 

Mr. Hanson: While you are looking up that, may I ask this question: 
this is part of your working arrangement with the unions? 

Sir Henry THORNTON: Yes. 

Mr. Hanson: That they go back as the traffic decreases. 

Sir Henry THorntTon: Eight thousand less, is the actual figure. 

Hon. Mr. Euter: Has there been any reduction in wages? 

Sir Henry THornton: No; those wages are all matters of contractual 
obligations with the unions. 
Mr. Hanson: There has been a clerical reduction, reduction in time, and 
so on? 

Sir Henry THorRNTON: There has been a reduction of time in the shops. 
We are working our shops five days a week instead of five and a half, and the 
curious part of it is production is practically the same in the five days as it 
was in the five and a half days. 


Hon. Mr. Evter: What is the explanation of that? 
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Sir Henry THornton: Why, the explanation is’ a very simple one. 
Saturday morning you only have a half day to work, and it is almost impossible 
to start any. particular job of any importance and finish it, and the result is 
there is not very much production. That is, what you would consider production. 
There is a lot of work done, but it does not find expression in production. 

Mr. Hanson: I suppose there is the fear too, that there will be further 
reduction coming and the men will have to work harder? 

Sir Henry THorNToN: I did not get that. 

Mr. Hanson: I suppose there is the fear too, that there will be further 
reduction in time and the men will have to work harder? 

Sir Henry THORNTON: Well, you have only got a certain amount of work. 
We have tried to keep our shop busy by doing in our shops work which under 
other circumstances we would perhaps let out, and generally under contract 
outside. We have felt that our first obligation was to see to it that so far as 
possible our shop people were reasonably busy, and we have therefore built 
certain engines, certain cars in our own shops for that purpose. We believed 
we had that obligation to our own men, and incidentally I may say everything 
that we have done in that connection has been done with the full approval, I 
can say with the cordial approval and assistance and co-operation, of the trade 
unions. 

Mr. Beuu (Sé. Antoine) : Could we have a statement, Sir Henry, of the 
increases and decreases in wages? 

Mr. Hanson: He has the percentages there. 

Sir Henry THorNton: I think you will find it in that pamphlet you have, 
Mr. Bell. 

Mr. Hanson: He has a very illuminating chart in dollars and cents, and 
a comparison with the— 

Mr. Beuu (St. Antoine): I mean over the entire system. Has there been 
an increase or a decrease in wages? 

Sir Henry THornron: There has been no alteration, generally speaking, 
Mr. Bell, as apphed to classes in remuneration on the Canadian National Rail- 
WAys. As compared with 1929, taking 1930 and comparing it with 1929, there 
has been no reduction in class remuneration, 

Mr. FrAsrr: Was there an increase in 1929? 


Mr. Bruu (St. Antoine): JI am speaking of the amount, Sir Henry, not of 
classes. 

Sir Henry THornton: The wages are considerably less, and I think 
perhaps you will find it in that pamphlet. 2 

Mr. Hanson: As a matter of fact, Sir Henry, in the eight-year period 
there has been an increase in certain classes of wages. 

Sir Henry THornton: Yes, Mr. Hanson, there has been an increase to 
shop men and an increase I think about five per cent to men in the train 
service. The reduction in the payroll in 1930 as compared with 1929 is 
$17,000,000. 

Sir KucGenE Fiser: Has there been a reduction in the administrative staff? 

Sir Henry THornton: Yes, but I cannot just tell you offhand without 
going into it, but I can tell you there has been a substantial releay one 
vice- -president has been eliminated. * 

Mr. Hanson: That was done recently? 

Sir Henry THORNTON: Yes. 

Mr. Hanson: That reduction is very recent. 
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Sir Henry Tuornton: Yes; and there has been a general reduction in 
the administrative staff. 

Mr. Huaprs: Would it be possible to bring down at the next meeting a briet 
synopsis of the last five years showing the number of men employed in the 
railways and the total amount paid in wages over that period? 

Sir Henry THornton: Yes, we can get that as well, Mr. Heaps. 

Mr. Hears: I know that something like that is given in the statistics of 
the Bureau of Labour. 

Sir Henry THornton: We have it here, Mr. Heaps. I can give it to you 
right off the grill. 

Mr. Hears: So much the better. 

Sir Henry TuHornton: Now, this includes pay rolls and capital account 
as well as chargeable to expenses. The total payrolls for the—beginning in 
1923—the total payroll in 1923 was $154,600,000, representing 108,000 em- 
ployees; 1924, 102,000 employees, and $146,000,000; 1925, 99,000 employees, 
and $147,700,000—I am just giving you round figures, I take it that is what 
you want—in 1926, 104,000 employees, $152,700,000 ; in 1927, 104,600 employees, 
$160,000,000; 1928, which was, of course, our biggest year, when we had our 
largest gross earnings, 108,792 employees, $169,700,000 ; 1929, 111,000 employees, 
$174,000,000; 1930, 100,000 employees, $156,000,000, and in April, 1931, the 
rate on which we are giving vou a prediction forecast for 1931, 89,199 em- 
ployees and $142,000,000. Were those the figures you wanted? 

Mr. Heaps: It indicates those who are engaged on capital construction. I 
presume quite a large number of employees in April of this year were engaged 
in branch line construction? x 

Sir Henry THorntToN: Not very many. 

Mr. Heaps: It shows quite a respectable drop. 

Sir Henry THorNtoN: We can separate them between capital account and , 
expenditures, if you like. 

Mr. Hears: Can you also separate what you would call the official staff 
and the operating staff? 

Sir Henry TuHornton: Well, this might interest you. This might answer 
your question. There are 2,104 employees on the lines of the Canadian National 
Railway who receive over $3,000 a year in salary, and their total remunera- 
tion represents approximately $9,000,000. Does that give you the information? 

Hon. Mr. Evter: If I took the figures correctly, I took the number of 
employees as 111,000 two years ago. 

Sir Henry THornton: In 1929. 

Hon. Mr. Evier: They are down to 89,000 this year, so the reduction is 
over 22,000. 

Sir “Henry Tuornton: A good many of these have just automatically 
dropped out in connection with the reduction of transportation services. 

Mr. Hanson: It is the biggest factor. 

Sir Henry THorntTon: It is a fairly large factor. 

Hon. Mr. Evuer: The Hudson Bay Railway is not included in this at all. 

Sir Henry THornton: No. 

Mr. Hanson: You are building that on account of the government? 

Sir Henry THornton: We are acting as agents of the government. 

Mr. Hanson: Sir Henry, does that 89,000 represent administrative execu- 
tives, employees and everything else? 

Sir Henry Tuornton: Yes, everybody that is in any way, shape or form 
associated with the railway. 
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Sir Eucenr Fiset: Who are drawing union wages? 

Sir Henry TuHornton: All kinds of wages, everything. 

Mr, CantTiLey: From the president down? ; 

Sir Henry THornton: Everything, everybody. 

Hon. Mr. Euter: Can you tell us the aggregate wages paid for the 111,000 
employees, and what was the amount of wages paid the 89,000 employees? 

Mr. Cantiey: He just gave us that. 

The CuHairMAN: He just gave us that, $174,000,000 for the 111,000 em- 
ployees, and $142,000,000 for the 89,000 employees. 

Sir Henry TuHornton: The answer to your question is this, and this of 
course, 18 simply a prediction for that period. It will probably be less than 
these figures which I am giving, because we are constantly finding new and 
better and cheaper ways of doing things to-day. The prediction to-day is this, 
that for the year 1931 the number of employees will be 89,199, and their total 
remuneration will be $142,000,000. 3 | 

~ Hon. Mr, Euter: How much was the amount for the 111,000? 

Sir Henry TuHornton: In 1929 we employed 111,575 individuals, and we 
paid them $174,345,000. 

Mr. Kennepy: I hear some criticism of the administrative costs of the 
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Canadian National Railways. Have you any statistics showing how they com- 


pare with other lines? 

Sir Henry THornton: We can get that; we have not got it. But taking 
in salaries and expenses of general offices and salaries and expenses of clerks 
and attendants, there has been a reduction of about $85,000 as compared with 
1930 and as compared with 1929. Now, let me answer your question in this 
way, although perhaps I can get some more definite, precise information. The 
salaries which are paid on the Canadian National Railways and in connection 
with what you would describe as general offices and the expenses and their 
general officers, are substantially the same as you find in any railway of 
similar size and importance on the North American continent. There is gen- 
erally a known scale of salaries with respect to various classifications of offices, 
just as there is a going uniform wages which applies to the machinist and the 
conductor and the enginemen and everyone else; and those who are in business 
know, of course, what those are. The answer then to your question, if I may 
so put it, is—and you may believe me cr not, as you like—that the scale of 
salaries which are paid on the Canadian National Railway is commensurate 
and the same as those paid for similar service generally on railways in Canada 
and the United States of America. | 

Mr. Kennepy: If there is a known scale, what is the objection to publish- 
ing the facts in connection with the salaries? 

Sir Henry THorntTon: Well, simply this,— 

Mr. Kennepy: I am not saying it should be done. 


Sir Henry THornton: Simply this: we have found upon one or two 
occasions in the past, where the salary of an important, efficient officer has been 
given, he has had immediately offers from other companies elsewhere, and an 
attempt to attract him from our service. That is one reason, The second reason 
is that the condition of service and the emoluments to officers are properly the 
functions of the Board of Directors. If the Board of Directors have not that 
function, then they have no function. That is one of the responsibilities with 
which they have been charged. 3 

Mr. Hanson: You say there has been a delegation of authority by parlia- 
ment in that respect? 
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Sir Henry THorRNTON: Yes, in fact, if you wish, I was talking to the 
president of a very important railway not so very long ago, within the last two 
or three weeks, and he said “I would not give under any circumstances the 
salary of any officer to any board or shareholders themselves.” That is a 
responsibility which rests upon the board of directors of the company, and as a 
matter of fact the amount of money which is paid to those. who are generally 
known as executive officers represents a very small proportion of the total 
expenses of the company. 

Mr. Hanson: That is true, but I would think that is a pretty high-handed 
attitude for any general manager to take with respect to shareholders. I think 
I could get the information, if I wanted it, if I were the shareholder of a cor- 
poration. 

Sir Henry THornton: Well, knowing your well-known legal ability, of 
course, I would say yes. 

Mr. Hanson: I think I could find out what the salaries are. 

Sir Henry Tuornton: All our shareholders are not quite so good lawyers. 


Mr. Hanson: That is neither here nor there, Sir Henry. I think the position 
has been accentuated by the statement that was made in the House very recently 
in reply to a question that there were thirty-five officers of the Canadian National 
Railways who were obtaining salaries in excess of that paid to the Prime Minister 
- of this country. 

Sir Henry THornton: Well, the Prime Minister— 

Mr. Hanson: And it was rather a shock to the members of the House, I am 
not going to speak for the public. 

Sir Henry TuHornton: Well, the Prime Minister of the country is 
notoriously under-paid. 

Mr. Hanson: I agree absolutely with that statement, but there is the fact, 
nevertheless. 7 

Sir Henry TuHornton: It is one of those unfortunate things. If I were 
running the show, I would promptly increase the salary of the Prime Minister. 

Mr. Hanson: I do not think the country would stand it now, but so far 
as the members of the House of Commons are concerned, I think that they ought 
to pay the Prime Minister and the members of the Cabinet more money. 

Sir Henry TuHorntTon: I agree with you, and I have always felt that. I 
would go a little further. That is one of the troubles under our popular form of 
government. Here is a great country which demands in its executives and its 
parliamentarians the best brains of the country, and if there were trade unions, 
they would not stand for the salaries that are paid five minutes. 

Mr. Hanson: I think it would be a good thing to form a— 

Sir Henry THornton: Mr. Hanson, there are conductors on our railways 
who are making more money than members of parliament. 

Mr. Heaps: I think we will have to organize members of parliament. 

Sir Henry THornton: Why don’t you start a parliamentary union? 

The CuarrmMAn: I think some of us had better get a job as conductors. 

Gentlemen, we have had a very full meeting. It is five minutes to one 
o’clock and I should like to know what days you desire to meet next week. I have 
a suggestion to make, that we have three meetings next week, Tuesday, Wednes- 
day, and Thursday. 

Mr. Hears: I should like to get some information on the position of the 
government—— 

. The CHatrMAN: I might say in reference to that, we cannot bring it down 
until the Minister gets his bills in the house, so that they can be referred to the 
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committee. We cannot go into the bills; we cannot go into the details of the 
matters until the bills have been presented, so. that questions may be asked 
in this committee. , 

Hon. Dr. Manion: I will endeavour to get them for you; I will endeavour 
to have things arranged so that we will be able to get at this year’s assessment. 

Sir Eucrne Fiser: I think you can easily get them. 

Hon. Dr. Manion: There are all of last year’s expenditures to deal with. 
We are not going to get right at those in one meeting. -Last year’s expenditures 
are still to be dealt with, and you have Sir Henry Thornton’s general statement 
upon which the committtee, no doubt, wishes to ask questions. We will make 
every endeavour to get the whole matter arranged so that everything will be 
before the committee. 

Sir Euckne Fiser: What time does the meeting open on Tuesday? 

The CHAIRMAN: Eleven o’clock on Tuesday. We will try to continue this 
meeting so that the committee will go on on Wedneday and Thursday as well. — 

Sir Evuabne Fisrer: Shall we sit while the House is in session? 

The CuatrMan: We are getting permission to do so. 


The meeting adjourned until Tuesday, June 9, at 11 a.m. 
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MINUTES OF PROCEEDINGS 


TurEspay, June 9, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the Chair- 
man, presided. 


Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley, 
Chaplin, Duff, Euler, Fiset (Sir Eugéne), Fraser (Cariboo), Gobeil, Gray, 
Hanbury, Hanson (York-Sunbury), Heaps, Kennedy (Peace River), McGibbon, 
MacMillan (Saskatoon), Power, Rogers, Stewart (Lethbridge). 


The Minister of Railways and Canals was out of town on account of the 
serious indisposition of a relative. 


The Chairman ruled that questions already on the Order Paper of the 
House and disposed of by “Order for Return” should not be submitted in this 
Committee. He declared, further, that he would not allow any answer to any 
question that had reference to any contract presently in force; but any contract 
completed might be inquired into. 

In the Chairman’s opinion, no question should be allowed that might in 
any way be considered as detrimental to the interest of the Company. 


Mr. McGibbon referred to apprehension prevalent by reason of alleged 
extravagance in salaries paid by the Canadian National Railways. Discussion 
followed respecting this matter. 


On motion of Mr. Hanbury: 


fesolved,—That further discussion concerning Canadian National Railways 
salaries be deferred until the return of the Minister of Railways and Canals. 


Sir Henry Thornton answered a question which was asked yesterday by 
Mr. Heaps respecting the number of employees of the Canadian National Rail- 
_ ways and their compensation for the past five years (by years) divided as be- 
tween Capital and Operating Expenses. 


Mr. Hanson having suggested that the comparison made yesterday by Sir 
Henry Thornton (see page 11 of the printed Minutes of Evidence) as between 
Capital and Earnings in 1922 and 1930 had left a wrong impression, Sir Henry 
Thornton elaborated thereon. 


Sir Henry Thornton explained the method whereby the Canadian National 
Railways annual budget is prepared. 


Mr. 8. W. Fairweather, Director, Bureau of Economics, commenced the 
reading of an “Analysis of 1930 Results of Operation as Compared with 1929.” 


Mr. 8. W. Fairweather, Mr. 8. J. Hungerford, Vice-President, Operation 
and Construction Departments, and Mr. J. B. McLaren, Comptroller, assisted 
Sir Henry Thornton in supplying information. 


The Committee adjourned until Wednesday, June 10, at 11 a.m. 


JOHN T. DUN, 


| Clerk of the Committee. 
294831} 
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MINUTES OF EVIDENCE 


Housr or Commons, Room 231, 
Tuespay, June 9, 1931. 


The Select Standing Committee on Railways and Shipping met at 11 a.m. 
Honourable J. D. Chaplin, Chairman, presiding. 


The CuatrMAN: The Minister of Railways and Canals is unfortunately 
not able to be here, but the Hon. Mr. Dupré will be here in a minute or two. 
We will go on with the business of the committee in the meantime. 

Mr. Hanson: What are we to take up to-day? 

The CHAIRMAN: I just want to make a statement in reference to some 
questions that were put to me at the last meeting through Mr. Pouliot. The 
questions that Mr. Pouliot asked this Committee to take up are questions that 
are already on the Order Paper, and the whole of those questions have been 
submitted and are now subject to orders of return in the ordinary way. I feel, 
therefore, and will decide that this Committee will not touch any questions 
that have been placed and are before Parliament, an order having been given 
for their return. There may be some of those questions that may be answered 
as we go along, and there are others that will take some time, and we-have to 
give the officials the regular time to get those out. That is all I have to say 
as to that. The business that will be taken up will have to do with the regular 
business that has already passed; I mean by that, any new business referring 
to these printed estimates cannot be touched until we get the reference from 
po That is to say, bills or orders before the House have to be attended 
to first. 

Mr. McGispon: Mr. Chairman, I have been trying to get information. 
Some of my questions have been answered, and some of them have not. ~Now, 
you remember, Sir, that twelve years ago you and I supported the Government 
that controlled these railways. We felt that we had no alternative, and did not 
want any alternative at that time. I am still in that position. The National 
Railways are the property of the Dominion of Canada. They are our property. 
We are interested .in the success of them. At that time there was no alternative; 
the Government refused to let them go to the Canadian Pacific Railway; and 
you rmember, Sir, at that time, and the late years during the war, there were 
negotiations started, I believe in the old Canadian Northern, to let these rail- 
ways go to the C.P.R. I believe the old Grand Trunk was the same. That was 
fought by the Government of the day that you and I supported. Personally 
1 still support it. But it is needless to shut our eyes to the fact that there is 
great anxiety throughout the country. You hear it in the railway trains, hear it 
in hotels and clubs—anxiety predicated, I believe, on the people’s interest in 
their own road. In connection with that you hear extravagant statements 
made. It is not for me to say whether they are true or not true, but certainly 
it is in the interests of the country that the truth should be known. I represent 
forty thousand shareholders of this railway, and in particular nine thousand 
voters, and I placed questions on the Order Paper some time ago, and I would 
like to get the information. There are more that will come up that I.am going 
to submit to you on behalf of the people of this country, that is, to see whether 
there is rank extravagance that the people are saying is taking place. I do 
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not think we can do better, Sir, than start at the top. I would like to know 
the salary of the President. I know it is stated in the Order in Council at 
¢75,000 and expenses, which I am not prepared to contradict; but the statement 
is made that additional salaries, emoluments of some kind, have been drawn from 
some other sources connected with the railway, and the sum which you hear has 
gone into extravagant figures, in my opinion. I am not saying whether it is true 
or not true, but I do say that, representing forty thousand people of this country 
in general and nine thousand in particular, that the people have a right to know. 
They have partial knowledge of the President’s salary; that was made public; 
but if that is not the complete salary we ought to know it, and we are entitled to 
that. It has been admitted by the Parliament of Canada, and I would like to 
have your ruling as to whether the questions I asked in the Order Paper of the 
House, and others which I purpose asking, will be answered later on. 


The CHairMAN: Well, gentlemen, this in my opinion represents the share- 
holders of the company. This is, in fact, the annual shareholders’ meeting of 
the Canadian National Railway, and such questions as do not affect the actual 
running of the railway—that is to say, questions that would affect the running 
of the road but that would give information that would be detrimental to the road, 
detrimental to the business of the road, I would question, and if I had my own 
way refuse such questions in the Committee. But the questions as to the salary 
of an official of the road I could not treat as other than justifiable, because I 
have been at enough meetings of shareholders to know that that is a share- 
holder’s privilege, and any officer of a company that would not give that infor- 
mation would very likely lose his job. That is exactly the way I view this, and 
if I am to be the one to determine it I would say that that question is perfectly 
proper and regular. 


Mr. McGrszson: Is that your ruling, Mr. Chairman? 
Mr. CuatrMan: That is my ruling. 


Mr. Grey: Is Mr. McGibbon’s question in the same position as Mr. 
Pouliot’s are? What are on the Order Paper? Are his questions to be answered, 
and Mr. Pouliot’s not? . 


Mr. McGipzson: Mine are not. 


Mr. Grey: If they are on the Order Paper they should be before Parlia- 
ment. 


The CHatrMAN: There is some difference between the questions. The ques- _ 
tions submitted by Mr. Pouliot have been determined by the House. The House 
has given an order for those questions to be answered in the regular course of 
business. It takes some time to gather the answers together. Of the questions 
that Mr. McGibbon has put before the House, two at least, probably more, that 
have been put by Mr. MceGibbon may have been referred by the Government 
to the Railway Company, and.in reference to those questions the Railway Com- 
pany say that it is not in the interest of the road that they be answered. While 
that is their point of view, I may say that my point of view is different. Now, — 
if that point of view is not correct, this Committee is in power, and not me. I 
have given the ruling and you have the same recourse to my ruling as you have 
anywhere else. 


Mr. Bett: Mr. Chairman, my previous experience with this Committee 
has been this, that the President and officers never refused to give a member 
any information that he asked; but the point is this: Does Mr. McGibbon require 
this for his own information, or will it be given out publicly here? It may be 
detrimental to the running of the Canadian National Railway. I agree with | 
your ruling, but I believe that the Officers of the Canadian National Railway — 
have never refused to divulge any information. | 
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The Cuatrman: So far as I know of this Committee—and I have been on 
the Committee regularly—I have never heard of any question that has not been 
fairly well dealt with; and if any questions were to arise that in my Judgment 
would be to the detriment of the road I would refuse to put the questions, or 
refuse to answer them. I simply say this; if the majority of this Committee do 
not agree with me it is their right to dispute my decision in the matter. Of the 
questions that Dr. McGibbon asked, one had reference to the President’s salary. 
That salary is a matter that everybody knows about. It was made by the 
authority of Parliament. Surely there cannot be anything wrong with an enquiry 
about that salary or any other salary. If the salary of the President of the 
road is public property—and it must be, because it is in the parliamentary paper 
—then every other salary must be; it does not only apply to the salary of the 
President. Surely that cannot be detrimental to the railway company; I cannot 
see it. However, I simply make the statement again, that I am only your 
servant, and if I am wrong in that decision, or if that decision is not satisfactory, 
it is up to you to instruct me what you want. 


Mr. Beausien: This is the first year I have been on the Committee. The 
attitude that has been taken in the House of Commons was that it was not 
in the interest of the railway company to give the salaries. 


The Cuairnman: That is not quite correct. 
Mr. Hanson: The management took that attitude. 


Mr. Beavsiren: I stand corrected. That is the attitude the company 
has taken, through the Minister, in the House, and I do not see any reason 
why we-should depart from that procedure. In the first place I do not suppose 
Sir Henry Thornton had any objection to give his salary, but the railway 
company, like any company—even your own company, Mr. Chairman, or 
any company—if you have a secretatry or officials in any department, and you 
eo along and broadcast their salary, somebody might come along and pick 
those men up, and so the railway company would be without them. 


Mr. Hanson: You need not worry about that. 
Mr. Beausien: I am not worrying. 


The CuatrMan: Now, gentlemen, you must not interfere. This gentle- 
man has a right to speak. 

Mr. Brausien: Our experience is this; even if it is a private business— 
and the Canadian National Railway, as far as that goes, is a private corpora- 
tion—the Minister is not supposed to act politically, anyway, and we should 
not go too far in getting into the private operations of the railway company 
where it will not do us or the public any good. 


Hon. Mr. Ever: One does not want to reflect on the chairman, who is 
a very good friend, but after all, this Committee is the creature of Parliament — 
itself, and can very well take an example from Parliament. Questions in regard 
to this matter have been placed on the Order Paper, and I think the Minister 
of Railways said that it is not in the interest of the road— 


Mr. Hanson: He did not say that; he said the management took that 
attitude. ; 


Hon. Mr. Ever: I take it, from that, that the Minister of Railways in’ 
that regard followed the wishes and advice of the management. It all comes 
to the same thing. The result was that Parliament, or a member of the Govern- 
ment representing Parliament—the Minister of Railways—did not hand out 
the information. If Parliament, then, took that attitude, as it actually did, 
why should this Committee want to go any further than Parliament itself— 
that is, the Committee itself, being a creature of Parliament? I would asl 
this— 
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Mr. Hanson: Parliament has not replied. 


Hon. Mr. Euter: Why should we not follow the same course that Parlia- 
ment has done? Ordinarily I am pretty much in favour of information being 
made public, but after all, this road is a public project; why should it not be 
conducted, as much as possible, as a business proposition, following the ordinary 
rules of business propositions? With that view, I say we ought to take the 
advice of those gentlemen who control it. 


Sir Euckne Fiser: I have been a member of this Committe in years past. 
These officials of the railway company have already been brought before the 


Committee. The view of the Committee then was that it was not thought - 


advisable that we should press that question, but the statement made by the 


Minister in the House the other day did not indicate what my Honourable ~ 


friend, Mr. Euler, has just stated. The Minister said that the officials had 
chjection to these facts being divulged, and the result was that the matter was 
before this Committee, and the reasons they were not willing to divulge the 
figures would be given to this Committee. It is only a matter of a vote to 
ascertain what is the opinion of the Committee. If the Committee decides 
that the salaries of the high officials of the Canadian National should be made 
public I think it should be done. If they decide otherwise, why, that is the view 
of the Committee. 

Mr. Heaps: I think if we keep on the way we are going here we will not 
get very far. I think that any member who wants information, proper informa- 
tion, should get it, but the man who ought to give us the information is not 
here this morning—-I mean the Minister of Railways. I think if we are going 
to look into the salaries, we will take time that we need for going into much 
more important questions. I am more interested in the operation of the Cana- 
dian National Railways than I am in the salary of the President or Vice- 
President or any of the high officials of the company. I would suggest, however, 
Mr. Chairman, as I am very anxious that this information should be given to 
all the members of the Committee, that this question should be deferred until 
the return of the Minister of Railways himself; and Mr. McGibbon might have 
the questions put before the Committee at the one time. He has made a 
statement here in regard to extravagances of one kind or another, and I would 
like him to make the whole statement he is prepared to make, and to have it 
made in a public character before this Committee. Personally I would like a 
man who is saying there is something wrong in the salary to say what that 
wrong is. It makes a bad impression, and it should not be made before the 
Committee and before the country as a whole unless that Member has full 
information. I think the matter should be deferred until Dr. Manion is here. 


Mr. Hanson: Mr. Chairman, I am quite in accord with that suggestion. 
I may say frankly that I think from a strictly legal standpoint we are entitled 
to the information. I understand, however, that Sir Henry Thornton would 
not desire that the information should be made public property, for the reasons 


he has given. However, I do think that the Minister, who is, after all, our 


chief in relation to the railways, should be present, and these questions should 
be determined on a lead from him. I think he must take the responsibility of 


determining it before the Committee, and I am quite willing that this matter’ 


should stand until he returns, and then have it settled definitely one way or 
the other. 

Mr. McGrsson: I do not want to take up so much of the time, but there 
are certain general principles. For instance, the public have a right to know 
whether the contract. with the President has been lived up to. Now, very likely 
the fact that the management will not say whether it has, may give the public 
the right to think that it has not. If that is not given to the public—the 
salary of the President, and the expenses—I may say that this thing is not 
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kept under a bushel before the public, for you hear it every place, and the 
sums that you hear are simply fabulous. I do not say they are true, but I 
say this, that it is in the interest of the management themselves to deny, if 
it is not true, and if a true statement of affairs is not made I contend that it 
ought to be made, if for no other reason than to stop this talk. I am interested 
in the National Railways. I was a supporter of the Government that promoted 
it, and I was with them in the view that it would not be fair to put itself in 
the hands of any organization that controlled all the railways of this country. 
To my mind it is inconceivable that the National Railways should ever fall 
into the hands of the Canadian Pacific. This is our property; we represent 
the Canadian people; we have a right to know whether it is managed properly 
and economically or not. I say again, in view of the widespread. publicity that 
is given to this talk, not only here in Ottawa but every place in the Dominion 
of Canada, that the easiest and surest way to create confidence in the manage- 
ment is for the management themselves to disclose the true state of affairs. 
I say it was a mistake for the Government not to answer these questions, 
because they are questions that could have been answered, and if the contract 
had been lived up to, nothing more is being asked of the Canadian National 
than a simple statement of that fact. Mr. Chairman, I say again, as a mem- 
ber of this House, representing forty thousand shareholders in this country, I 
am entitled to that information 

Mr. Hansury: I agree with Mr. Heaps and Mr. Hanson, and in order to 
bring this matter to a head I would move that the further discussion of the 
salaries of the officials of the Canadian National be deferred until the return 
of Hon. Mr. Manion, the Minister of Railways. 

Mr. Hanson: I think it would be unnecessary to put that motion. 

The CHarrMAN: Is it your pleasure, gentlemen, to have the motion 
made by Mr. Hanbury, to be put formally? (Voices—‘ Carried’”’.) Seeing 
that the motion was made, I will declare it carried. 

Mr. Hanson: What is it proposed to take up now? 


Sir Henry THornton: Might I interrupt to say that answers should be 
handed in to questions asked at the previous meeting. Shall we follow that pro- 
eedure? I think the consensus of opinion is that we should. Mr. Heaps asked 
this question: “Number of employees of the Canadian National Railways and 
their compensation for the last five years (by years) divided as between Capital 
and Operating Expenses.” 

I have the answer to that question and will turn it in, but it has been found 
almost impracticable to divide the number of employees between capital and 
operating expenses because during a large part of the time a considerable number 
of the men were working partly on matters chargeable to capital and partly on 
ns charged to expense, and it is impossible to make a division, but we made 

a division between the total amount spent on capital and the total amount spent 
on operating expenses and I will hand it in to go on the record. 

Answer: Employees and Compensation including Eastern Lines and ex- 
cluding Central ‘Vermont is as under:— 


Average Number Operating Capital and Total 
of Employees labour other Accounts Compensation 
VOD Oe ae ie a ss 103,952 $136,023,189 $16,720,119 $152,743,308 
OD fee ee est 104,671 141,323,692 18,792,510 160,116,202 
O28 eee ae 7; 108,792 150,754,658 18,937,646 169,692,304 
BY US Tera ee oho Sen ee Jeu Rea wrais' 152,760,785 21,593,222 174,354,007 
POR ee 100,678 140,072,733 17,839,517 157,912,250 


_ The CuarrMANn: I might say as questions come up we are keeping them all 
by themselves so that next day we can segregate them and put them into shape 
without any trouble. They will be read into the record as well. They will be 
_ answered here and they will get into the record in that way. 


= 
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Mr. Hanson: What is the stage of the proceeding we are now at? If in 
order, I may say that on page 11 of the Minutes of Friday, on speaking of 
capital expenditure, Sir Henry Thornton said, “we take 1930 and compare it 
with 1922 and find an increase in net revenue to the railway company about 
$17,000,000, and then you have reference to the elimination of the Central Ver- 
mont which had capital expenditures to about $30,000,000. You say in the 
minutes, Sir Henry,—” 

I am speaking of the instrument as a whole, Now these figures I 
venture to give you are rather interesting. If we take the year 1930 and 
compare it with 1922 we find that the increase in net revenue to the rail- 
way company is $17,000,000. For purposes of making this comparison I 
am going to eliminate the Central Vermont railway. The capital expendi- 
tures on that railway amount to about $30,000,000. The additions to 
capital on the rest of the railway composing the Canadian National rail- 
ways amount to $370,000,000. I eliminate that because the Central 
Vermont last year—and it is now on a paying basis—because last year 
it met all of its fixed charges and it had a surplus of $150,000 besides. But 
if I eliminate that—and I am doing that for convenience because that 
happens to be the way the figures are prepared—vwe find that after elim- 
inating the Central Vermont the increase in net earnings in 1930 as com- 
pared with 1922 is about $17,000,000 and the increase in capital is about 
$370,000,000 and that the ratio of the increase in net earnings to the 
increase in capital 4 66/100 per cent. If you take class one railroads of 
the United States just as a matter of comparison, as a yardstick, to see 
what happens, we find that the ratio is 4 14/100 per cent and if you take 
the Canadian Pacific you will find the ratio is 25/100’s of one per cent. 
In other words, our additions in capital in so far ag efficiency is concerned 
are rather more than the class one railways of the United States. 


Now I would like to know exactly what you mean by that statement and 


that declaration because I have been studying it since I heard it and if it means 
you are allocating to the $370,000,000, the revenue of $17,000,000 I do not think 
it a fair comparison. What about the billion dollars behind that $370,000,000 
that helps to earn that money, 


Sir Henry THornton: I made a statement which I think is quite easily 
understood that in 1930 and 1922 the gross earnings of the two years were - 
substantially the same. Oh, Mr. Hanson, this particular statement I might say 
includes the Central Vermont but does not include the Eastern lines. I think 
the statement I made as to capital and expenditure is plain here. As to what 
perhaps you have some difficulty in understanding is this, that in comparing 
1930 with 1922 the actual increase in net earnings was $17,000,000 in 1930 over: 
1922. That is the addition to capital was represented by $370,000,000. If you 
take class I railways in the United States their addition to increase in net earn- 
ings in 1930 as compared with 1922 represents an increase of $205,000,000 or 
practically $205,700,000. Within that period their addition to capital amounted 
to $4,966,000,000. Now in our case, in respect to the income the ratio of increase 
of our earning to the increase of capital was 4.66 per cent—with respect fo 
class I railways in the United States the ratio of increase in net earnings in 
capital was 4 14/100 per cent, and with respect to the Canadian Pacific Railway, 
as far as it is revealed from their report the increase in net revenue was $584,000 
and in the intervening period capital of $232,000,000, making a ratio of 25/100 
to one per cent. Does that make it clear? 

Mr. Hanson: I understand the basis of this tabulation but I object to the 
implication that because you spent $370,000,000 you earned the whole $17,000,000 


in excess over 1922. I say that is not a fair statement. It had a billion dollar 


capital behind it, and it gives the wrong impression, 
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Sir Henry THornton: It was not the intention to give a wrong impression 
but the fact remains that we had the same railway in 1930 that we had in 1922: 
it serves the same territory; it had substantially the same offices but the net 
revenue was $17,000,000 greater in 1930 than in 1922, and how did that happen? 
The point that I make is that in 1922 the railway was not an efficient machine: 
it was badly lacking in many facilities which were essential for economic admini- 
stration, and by the addition of the capital set forth we were able to very materi- 
ally reduce our expenses, and there are officers here who have been familiar with 
this property for a much longer period than I have and who will say to you if 
those facilities had not been provided the net earnings of 1930 would have been 
the same as in 1922. 

Mr. McGrspon: In 1922 we did not have the amalgamation of these different 
lines and did not have the revenue we should have got. I remember the difficulty 


the government of the day had in getting the railways to work together. 


Sir Henry THornton: That is quite true, but we must take this into 


consideration that in making the statement that it was $17,000,000 more in 1930 


than in 1922 I have made no allowance for any reduction in freight rates and 
increase in wages, and if those two factors were concerned the difference would 
not have been $17,000,000, but somewhere around $22,000,000. Mr, Fairweather 
says the actual figures would be $24,000,000, and the $24,000,000 would take 
up the facts you mention. . 

There is no doubt an amalgamated property is more easily administered 
than a separate property. 

Mr. Hanson: Is it that there was a loss on the haul. 

- Sir Henry THornton: That may be so, but after all, where was the same 
tonnage available. The Grand Trunk got their proportion and the old Canadian 
Northern got their proportion and the Canadian National Railway got their 
proportion. 

An Hon. Memser: The C.P.R. got a large proportion which should have been 
got by the Canadian National lines. 

Sir Henry THornton: I do not know about that, but I do make the 
definite statement that you have the spread between $17,000,000 and $24,000,000 
which would take up the balance you mention. 

Mr. Canttey: Is it not true that some of this may be attributed to the fact 
that in 1922 there was the commencement of a great depression as compared with 
the very large increase in traffic in 1930. 

Sir Henry THornton: Of course I was not here in 1922 and I do not know 
that I can state with any great assurance as to that, but if you can find any 
greater depression than in 1930 or 1931 I would like to see it.» 


Mr. BEAUBIEN: You have given an increase in regard to the Canadian Pacific 
Railway and they enjoyed the same increase as the Canadian National and still 
your ratio is higher. 

Sir Henry Tuorntron: That is just my point. These are arguments that 
may be used, either with wisdom or otherwise in regard to the parts devoted to 
capital. 2 

_ Mr. Hanson: That is a justification of spending $370,000,000 but the impli- 
cation is that if you had not spent the $370,000,000 you would not have had the 
4-6 increase in earning. That is the point I have in mind. 


An Hon. Mrmper: You and I disagree in that. 


Sir Henry THornron: Mr. Hungerford has had long experience with all 
these properties, much longer than I, and I think it would be illuminating if he 
would give his opinion based on his knowledge ‘of the property and what he 
ae of the addition to capital for the purpose of making a more efficient 
machine, 
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Mr. Huncerrorp: That is really a question very much complicated by the 
economics that has resulted between the lines by amalgamation, but in a general 
way there can be no question that the capital expenditures have been very much 
largely responsible for the larger measure of net earnings. That is all I can say 
on that and I will answer any question that you may wish. 


Sir Henry Tuornton: I think it would be interesting if this committee 
knew how the annual budget is made up. It is prepared in this way: The regional 
general managers send to Mr. Hungerford usually early, in November, the works 
which they feel they should have for the administration of the property. Those 
. requisitions are tabulated and are examined by Mr. Hungerford. Now the same 
thing happens in every other department but, naturally, it so happens that a 
far larger percentage of capital expenditures is necessary in the operating depart- 
ment. There are the other departments such as the telegraphing and express, 


but nothing like the expense involved in the operating of the department. All 


those items are examined by the various vice presidents and myself and it almost 
invariably results—in fact it does invariably result—in Mr. Hungerford and my- 
self materially reducing the expenditure that every regional manager wants. Of 
course every manager wants the best he can for his own branch. When we get 


these items in we have to examine those items in the light of the resources which — 


we think reasonably available. 

Not only do we get these requests from general managers but from any 
others who suggest things they think should be done. At the end when the 
budget is done we try to reduce it to the justifiable things that should be done 
and when this is done, there is an informal discussion with the Minister of 
Railways. | 

Siri EuciNe Fiser: When these matters are sifted down are they taken 
up later. 


Sir Henry THornton: Just wait—I discussed that informally with the 
Minister for the reason that no board of directors would pass a budget which 
we know the Minister will not present. That would be a waste of time, so I 
discussed the whole budget with him and he, speaking for the government, 
informally gives me his opinion as to what should be expended. When that is 
done I go to the Directors with this budget and say, here is the budget. 


Mr. Hanson: Before leaving that do you know if it has been the practice 
of late years for the Minister to put that before council. 


Sir Henry Tuornton: I do not know. 


Mr. Hanson: If you do not know it cannot be helped, but I would like to 
know. 7 

Sir Henry THORNTON: Then that budget comes back and is discussed item 
by item with the directors of the company, and it may be approved or it may 
be altered—quite frequently it is altered and then that stands as the adopted 
budget of the railway company and that is formally sent to the Minister and 
at that moment our responsibility ceases and it is then in the hands of the 
Minister and the government and parliament. That is the way the budgets 
have been prepared. 


Mr. Bett: When you came over and took charge of the Canadian 
National Railway in 1922 there was a certain amount of capital involved in 


the Canadian National Railway. You come from the period of 1922 up to 


date and then you compare that with the class A railways of the United 
States and the amount they spent on capital expenditure, and then you take 
your net earnings and compare them with the other—I would like to ask for 


this information, that is, what class railways in the United States have you - 


made a comparison with. 
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- Sir Henry Tuornton: Class I railways in the United States such as the 
Santa Fe railway company, the Southern Pacific, New York Central, the 
Pennsylvania Railway, the Baltimore Ohio, the Southern and Erie Railway, 
all railways of that character, and I think that will answer your question 
- more clearly than if I were to give you an abstract formula. 

An Hon. Memper: Surely Mr. Hanson you do not argue that the railway 
should not make capital expenditure. 

Mr. Hanson: I do not say that but I say that this $17,000,000 is not 
attributable to the fact that they spent $370,000,000 from capital account. 

Mr. Bett: They could not have made that if they did not spend that. 

Mr. Hanson: I do not know about that. 

Sir Henry TuHornton: All I can say is that you have the same railways 
in 1922 as in 1930. True as Mr. McGibbon has pointed out there were 
economies that resulted from amalgamation and perhaps a better spirit among 
the railways and a more enthusiastic personnel, and I say that accounts for 
the difference between $17,000,000 and $24,000,000. 

Mr. Euner: The statement was made in the House that you disregarded 
the interest on the amount which had been advanced that the average deficit 
of eight years was about $12,000,000—is that correct? 

Sir Henry TuHornton: I will answer this question as best I can. It is 
pretty hard for me to catch all the balls at once. | 

Hon, Mr, Evtmr: I think he said the deficit for the eight years was about 
$100,000,000. 

Mr. MacLaren: The income loss for that period was $85,854,568.72, a 
little over $10,000,000 of an average per annum. 

Hon. Mr. Evurer: Does that include the heavy loss of the last year, 
$29,000,000? . 

Mr. McLaren: Yes. 

Hon. Mr. Eurer: If you did not include last year, the loss would average 
in the neighbourhood of what, some eight million dollars? 

Sir Henry Tuornton: That would be fifty-six millions, about eight 
millions. . 

Hon. Mr. Euirer: The figure of twelve millions is incorrect; it should be 
about ten millions, 

Sir Henry Tuorntron: About ten millions. 

~ Mr. McGrspon: He had enough cars to reach from here to Toronto, about: 
240 miles. Now, I presume those are all replaced out of capital account, con- 
sequently operating expenses for the cars would be reduced, at least partly. 

Sir Henry TuHornton: That was not all charged to capital account. (To. 
Mr. McLaren): Can you explain that for Mr. MecGibbon, what would be the 
value of those cars scrapped and replaced? 

Mr. McLaren: Freight car retirements for the period of 1922 to 1930: 
charged into account, were $11,668,170.49. 

Mr. McGriszon: Eleven millions, charged to capital account? 

Sir Henry THornton: Charged to operating accounts. 

Mr. McGrsson: What has been replaced in those 240 miles of cars is 
charged to capital? 

Mr. McLaren: New Freight cars charged to capital for the period was 
$64,077,186.98. 

Sir Henry Tuorntron: I might explain, doctor, when a freight car is 
retired and another freight car is put in its place, a certain proportion of that 
new freight car is charged to capital, and a certain portion is retired and charged 
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to expenses, and that is all subject to definite accounting rules which are 
practically the same, or I think the same on the Canadian Pacific Railway, or 
is pretty much the same theory they follow. : 


Mr. McGisson: Who establishes the rules? 
Mr, Hanson: There is a standard system? 
Sir Henry THorNToN: There is a standard system we follow with the 


approval of the Railway Commission of Canada, the Interstate Commerce 
Commission. 


Mr. Hanson: The Railway Commission? 


Sir Henry THornton: Yes, the Interstate Commerce Commission, because 
we have a certain amount of mileage over there and we have to conform to 
their rules, which are very much similar, and that is the one practice we follow 
all along. 

Mr. Fraser: The practice you follow is laid down by the Railway Com- 
mission? . 

Sir Henry TuHornton: No, you cannot say that. 


Mr. Hanson: Is this a fair statement, it follows a practice established by 
the Interstate Commerce Commission in the United States? 


Sir Henry THornton: That is right. 


Mr. Hanson: Is there any difference between your practice and the prac- 
tice adopted by the Canadian Pacific Railway? 

Mr. McLaren: I cannot just say what the Canadian Pacific Railway 
practice is; it is not disclosed in their accounts. 

Sir Henry THornton: Can you say so far as you know, in the final results 
it is more or less the same? 

Mr. McLaren: I would not venture to say what the Canadian Pacific 
Railway accounting is. 

Mr. Hanson: What is this gentleman’s name? 

Sir Henry THornron: Mr. McLaren, the Comptroller of the Canadian 
National system. 


Mr. McLaren: Our accounting in Canada is on the same basis as the 
Interstate Commerce Commission regulations, with the exception of depreciation 
on equipment. 


Mr, Hansury: The same depreciation for a different period? 


Mr. McLaren: No, the American roads are required, under the regulations, 
to charge the depreciation monthly in their accounts, we do not follow this prac- 
tice in Canada. 


Mr. Hansury: Is the rate not the same? 
Mr. McLaren: The rate? 
Mr. Hanspury: Yes. 
Mr. McLaren: The railways in the United States have various rates; some 
use a half of one per cent, and others use as high as four per cent. 
Mr. McGisson: What is the life of a freight car, having regard to those 
repairs? 

Mr. McLaren: I prefer the operating gentleman, Mr. Hungerford, to answer 
that question. 
Sir Henry THornton: Can you answer that question, Mr, Hungerford? 


Mr. Huncerrorp: The regular life of a freight car is from thirty to thirty- 
five years. 


Sir Henry TuHornton: On steel equipment, the cars last almost to per- 
petuity. I mean to say you keep on renewing plates, bolts, and different parts, 
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and it increases the life of the car. Of course, in a steel box car, the life is very 
_ much greater than the wooden box car, because we eventually get to the position 
_ in a wooden box car where we cannot renew it any more. 

~ Mr. McGrsson: That is just the point I was coming to. It struck me, con- 
sidering the fact that the Canadian National took over the Grand Trunk Pacific 
that the cars could not be very old, as Mr. Hungerford says the life of a car is 
thirty-five years, and to scrap 240 miles of cars in eight years must be an enor- 
- mous depreciation. 

Sir Henry Tuornton: I will explain that in just a moment. One of the 
factors in the loss was from the large number of all wooden freight car equip- 
ment that we had. In 1923 we had, in round figures, 38,000 wooden freight 
cars. We had also 26,900 wooden freight cars, but with metal draft bar. Now, 
that 38,000 wooden cars to which I refer were, at that time, rapidly becoming 
into an unusuable condition; they were rapidly approaching a condition which 
debarred them from interchange with foreign railways, and they had to be 
renewed. And of course, if they were to be renewed, it was better that they 
should be renewed in some permanent character, and that was one of the very 
serious and anxious problems which confronted us. We were confronted with 
approximately 38,000 wooden under-frame cars that were rapidly becoming 
unusuable and something had to be done with them. 

Mr. KenneEpy: Because of not being interchangeable? I suppose that was 
an important factor? | 


Sir Henry TuHornton: It was a very large factor, because we were restricted 
in their use, as anybody can see. 
_. Mr. Hanson: I do not think anybody seriously criticizes your policy in 
that regard, I think probably you were obliged to do that. 


Sir Henry THorntron: As a matter of fact, while we have a number of 
steel under-frame cars yet, the number of freight cars that were built was not 
in proportion to the number we should have replaced, but was governed by the 
money that was available. If we could have built more cars, and if the finances 
of the company would have stood it, it would have been a wise thing to do. 
If we could have built more box cars, and more freight cars, it would have been 
a wise thing to do. 

Mr. Durr: There were about 21,000 ears. 


Sir Henry THorRNTON: 124,861, divided as follows: steel, 6,397; steel 
frame cars, 55,750; steel under-frame cars, 17,462; steel centre sills, 1,616; 
wooden cars with metal draft gear, 38,920; wooden cars, 4,716. 

Mr. Kennepy: How many have you scrapped since 1922? 

Mr. Durr: About 21,600. 

Sir Henry THornron: 27,855. 


Mr. Durr: You should have extended the line to Brantford instead of 
Toronto. From here to Toronto would amount to 21,600 cars. 


Hon. Mr. Evter: Why take Toronto as a standard at all? 


Sir Henry TuHornton: Another thing I should like to point out to the 
committee is this, that during the peak business period of 1927-1928, we were 
actually short of cars to take care of our business, and- we were obliged to use 
borrowed cars from other railways, which added very largely to our per diem 
charges, because you will understand when you use a car of another railway 
on your own line, you are obliged to pay a dollar a day for the use of that 
car; so that not only was it advisable to renew those wooden freight cars 
because of their condition, but it would also very materially reduce our per 
diem charges to other railways. 

Mr. Durr: There were about 3,300 scrapped each year? 
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Sir Henry THornton: Mr. Power, that would be the average. 

Mr. Power: How many cars are loaned to American roads? 

Sir Henry THornron: We can tell you on the average how many of our 
own cars are on loan, how many of our own cars are on our own line, and how 
many off the line, if that is what you want? Mr. Power wants to know roughly 
how many of our cars are on our own line, and how many on other lines. / 

Mr. Power: You said a moment ago that you had a shortage of cars in 
1928. And that you were obliged to borrow cars or to rent cars from 
other railways. At the same time you must have cars on the United States 
roads? 

Sir Henry THORNTON: Yes. 

Mr. Power: Would not it about average up? 

Sir Henry THornton: Well, it did not as a matter of fact. I can tell 
you what the figure was. Our cars on foreign lines in 1930 averaged practically, 
about 15,000. 

Mr. Power: 15,000? 3 

Sir Henry THornton: And foreign cars on our lines on the average, 
totalled 13,000, which of course, gave us a per diem credit, because they were 
paying us a dollar a day on 15,000 cars, and we were paying them a dollar a 
day on 13,000 cars. 

Mr. Power: I should imagine in 1930, so far as the accounting is con- 
cerned, you would be very glad to use their cars rather than have a— 

Sir Henry Tuornton: Of course, the object of every railway, is to keep, 
as far as possible, its own cars on its own line, and to keep foreign cars off 
its line, because on every foreign car you have on your own line, you pay a. 
dollar a day for it; and one of the measures of efficiency in railway business 
is the use that is made of your own cars on your own railway, and the extent. 
to which you can get rid of foreign cars. For instance, the moment a foreign 


car has become empty on the line of the Canadian National Railway, we get it 


back home as quickly as we can, unloaded if possible, but anyway to get rid 
of it because that car costs us a dollar a day every day we have it. 

Sir Evebne Fiser: May I suggest this discussion could better take place 
on one of the items on the statement of the report? 

Mr. Hansury: Referring again to your statement with reference to the 
ratio of gross earnings increased in the investment, can you give to the com- 
mittee the ratio of gross earning to the total investment on the different periods. 
and compare with those class A railways of the United States and the Cana- 
dian Pacific Railway? : 

Sir Henry THorntTon: Iam afraid we cannot. 


Mr, Betu: What do you mean by the term capital expenses? Does that 


take into account hotel systems and so forth? 
Sir Henry THornton: Oh, yes, 
Mr. Betu: Terminal system? 


Sir Henry Tuornton: Everything, everything which is an addition to the 
property and under the accounting rule charged to capital. 3 


Sir Eucene Fiser: Those capital expenses are voted yearly by parliament? 
Sir Henry THornton: Precisely. 


Sir Hucrne Fiser: And they are submitted to the Minister for considera- 


tion? 
Sir Henry TuHornton: That is right. 


Mr, Kennepy: You made a statement the other day, referring to hotels, — 
and you told us about the Jasper Park hotel, the earnings from the hotel at 
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large, and the earnings that came to the railways as a result of the hotel. Can 
_ you tell us in the same way, what the results of the other various hotels were, 
or have you got them? 
_ ‘Sir Henry THornton: I do not believe we can furnish that; and the reason 

we furnished it at Jasper is because it is purely an estimate of the passenger 
department; it is not an all year round hotel. It is operated purely for the pur- 
pose of bringing passenger business to the railway, and consequently with respect 
to that hotel, we had a division made between the earnings of the passengers, 
which we have not got, for instance, at Fort Garry, or the Chateau Laurier. 
It would be an impossible thing, for instance, to have with the Chateau Laurier. 

I do not think our account would enable us to say how much we earned in 
passenger receipts as a result of the existence of the Chateau Laurier; I do not 
believe we can make that clear. 

Mr. Hanson: One is exclusive, and the other is not. 

Sir Henry THornton: That is it, exactly. 

Mr. Kennepy: Regarding the earnings of the railway some of the earnings 
are made by transferring of credits from some other division belonging to the 
railway itself, a transfer from one part to another of coal or timber, and so on, 

Sir Henry THornton: You mean the movement of materials on com- 
pany’s service? 

Mr. Kennepy: Yes. - 

Sir Henry THornton: I did not get what you meant. 

Mr. Kennepy: I was wondering what percentage of the freight earnings 
of the Canadian National railway was made up of that kind of traffic, and how it 
compares with other railways. 

Sir Henry THorNton: Well, there is no charge for material which is moved 
on company’s service. 

Mr. Kennepy: No charge, none of the freight items are made up in this 
way? 

Sir Henry Tuornton: No. 

Mr. Fraser: Freight on capital— 

Sir Henry Tuornton: If it is a movement of material on capital account. 

Mr. Fraser: Not on regular service, regular operating service? 

Sir Henry THornton: No. For instance, if you have to move a carload 
of ties from one point to another, in the course of business, no charge is made 
on that movement. 

Mr. Hanson: But on building a new line, there is a charge. 

Sir Henry Tuornton: Yes, and it is included in the original estimates of 
course. We carry a separate item in our accounts known as Transportation for 
Investment Cr. is carried on a separate item. 

Mr. Hanson: I think we ought to resume the regular course of procedure. 
Pefhaps I have been the greatest sinner, but I wanted to get this thing elucidated. 
I think we can go on now with the regular course of proceeding, taking up the 
statement until we get the estimates. 3 

Mr. Canriey: May I ask Sir Henry Thornton one question before you do 
that? In regard to the 4,000 odd cars that you have to-day and which are 
falling into discard, what is your intention in regard to replacing them this year? 

Sir Henry THornton: Well, our budget includes a certain—I can give you 
the figure in a moment—number of new cars, and those cars will, to that extent, 
replace an equal number of old cars. 

Sir Evemnn Fiser: The amount included in. the estimates this year is 
$9,000,000. 
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Sir Henry TuHornton: For freight cars? | 
Sir Euenne Fiser: Not only freight cars, but traffic in general. 


Sir Henry Tuornton: That is right. Mr. Cantley wants to know how 
many freight cars we are going to build this year. Do you remember, Mr. 
Hungerford, just how many. 


Mr. McLaren: A little over four thousand. 
Sir Henry Tuornton: A little over four thousand. 


The CuatrmMan: Now, gentlemen, with respect to Mr. Hanson’s remark a 
moment ago, the reference before this committee reads as follows: “That stand- 
ing Order 63 of the House of Commons, relating to the appointment of the Select 
Standing Committees of the House, be amended by adding to the Select 
Standing Committees of the House for the present session a Select Standing 
Committee on Railways and Shipping owned, operated and controlled by the 
Government, to which will be referred the accounts and the estimates of the 
Canadian National Railways and the Canadian Government Merchant Marine 
for the present session, for consideration and report to the House.” 

Now, that is the first reference, and we cannot go on with the accounts until 
those pass the house. 

Sir Evcene Fiser: Mr. Chairman, I think you are making a mistake. The 
last part of your statement suggests that the estimates of the Canadian National 
Railways shall be referred to the committee, but that is broad enough for you to 
examine every part of the report, or the analysis of the report of the estimates of 
last year, before the estimates are submitted. 


The CHatrMan: The estimates certainly cannot be taken up. 


Sir Evcene Fiser: May I suggest, in order to save the time of the committee, 
that the same procedure be adopted this year as we adopted for two years in 
succession, instead of going on with the details of the report of the Canadian 
National Railways, we should take, first of all, the analysis of the provisions for 
1930 and compare them with 1929. In doing so, sir, we save a tremendous 
amount of time. I would suggest we start right off with the analysis of 1930 as 
compared with 1929. 

The Cuarrman: I brought the analysis of 1929 with me, because I was going 
to suggest that we could do that in order to save time. 


Sir Evenne Fiser: Two great minds work together. 


Sir Henry THornton: Gentlemen, I will ask Mr. Fairweather who prepared 
this analysis to proceed to read it. Has everyone a copy? If not, we have 
several here. With your permission, if it is agreeable gentlemen, Mr. Fairweather 
will read the analysis, ; 

Mr. Farrweatuer: Analysis of 1930, results of operations as compared with 
1929. ace 

The presentation of the Canadian National Railways accounts for 1929 
excluded the operations of the Central Vermont Railway, because this com- : 
pany was in receivership, resulting from disastrous floods in 1927. As the 
receivership terminated January 31, 1930, the results of the Central Vermont 
Railway for the 11 months, February to December, have been included in the 
1930 accounts of the Canadian National Railways. For the purpose of 
comparison, the 1929 accounts have been re-stated to include the Central 
Vermont Railway for the corresponding 11-month period in 1929. as 

In accordance with the Maritime Freight Rates Act of 1927, the income 
statement of the lines east of Levis and Diamond Junction (Eastern Lines) — 
is shown separately in the annual report, but a consolidated income statement — 
including the operations of these lines is also shown on page 55 of the report. 
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Sir Eucéne Fiser: At this point, sir, may I call your attention to the 


fact that when the Minister of Finance introduced his estimates, he also 


brought down Bill No. 25. The same resolution that introduced the estimates 


into the House of Commons—which has always been adopted—covered Bill 


25, which are the estimates in the new form submitted by the Department of 
Railways and Canals to cover the eastern lines. Therefore, these estimates 
are before this committee, and there is no objection whatever, if Sir Henry 
and his officials desire, to give us the proposed expenditure as far as eastern 
lines are concerned. There is nothing to prevent these estimates being brought 
down at the present time. 


Mr. CuarrMan: I may say these have never yet ee referred by the 
House to the committee. 


Sir Eucene Fiser: And they will not be referred except in the form of 
a bill. These estimates were approved on the general resolution introduced 
by the Minister of Finance, when he introduced his Supply Bill, which is 
contained in the estimates. That is exactly what the Prime Minister stated: 
yesterday in the House in answer to my question, that the estimates of the 
eastern division of the ‘Canadian National Railways were before this commit- 


tee, and therefore there was no objection whatever to our proceeding with it. 


Therefore, if Sir Henry can possibly give us in advance the requirements as 
furnished last year, as far as the eastern division 1s concerned— 


The CuatrMan: All I can say in reply to General Fiset, is this, that the 
order of reference says that these amounts shall be referred to us, and as far 
as I know this has not yet been done. 


Sir Euebne Fiser: The usual procedure in the past, sir, has been, the 
Minister of Railways introduced a resolution in the House, and that resolution 
was in the Supply Bill, the estimates, that was produced before the House 
and submitted to this committee informally. There is no other way. Once 
it has been considered in the House, it comes before the committee. This 
year the procedure is different, owing to this fact, the resolution introduced 
by the Minister of Finance provided for $68,000,000 for the whole of the capital 
expenditure of the Canadian National Railways for the present year. Secondly, 
the Minister of Railways has introduced a bill, and this bill was introduced in 
the form of a general resolution. I am not quite sure, sir, that we are in a 
position to discuss it, but that is what I want to find out. 


“The ‘CuarrMAN: I can only repeat what I said a moment ago, that last 
year it was ordered that the estimates of the Canadian National Railways, 
and Canadian Government Merchant Marine be nace on the table of the House, 
and that they be referred to the committee. 


Sir Evepnn Fiser: I quite agree, but what I should like to call your 
attention to is that the procedure this year is completely different from the pro- 
cedure adopted last year. Last year the estimates were submitted to this com- 
mittee in the form of estimates, and this year the estimates of the Canadian 
National Railways are submitted to this committee in the form of two bills. 


That is where the difference comes in; and one of the bills has been introduced 


on the general resolution when the Supply Bill was brought down by the Minister 
of Finance. That general resolution includes the estimates of the different 
departments. That is Bill No. 25, and it concerns the eastern division of the 
Canadian National Railways. 


The CHarrmMan: And you will remember at our first meeting the Minister 
of Railways told you he was waiting for the bill to get through in ‘order to make 


_ this complete. 


Sir Evcene Fiser; And another thing, sir, there are three different bills— 
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The CHAIRMAN: I am not going to make a decision that is going to put us 
in wrong. We were told by the Minister the other day that it was necessary 
to get the bill through the House. We have lots to do, and let us go on with 
- the work we are doing and we will not lose any time. 


Mr. Hanson: We have been assured that ultimately they will come before 


us. 
The CHatrMAN: Let us go on with the business we can legitimately go on 
with. I may be wrong, but I am acting in accordance with my advice. 


Mr. FArRweaTHER: The income statement of the Canadian National Rail-- 


ways, which is prepared in accordance with the accounting rules of the Domin- 
ion Bureau of Statistics, will be found on page 17 of the annual report, with 
supporting schedules of the detail of revenues and expenses on pages 18 to 22, 
The discussion of the income statement in this pamphlet follows the order of 


accounts as set out on page 17 of the annual report. Railway Operating. 


revenuesy Railway Operating expenses and Net revenue from railway operations 
are first-discussed in a general way on pages 1 to 3 of this pamphlet, followed by 
a detailed analysis of the supporting schedules of revenues and expenses on pages 
4 to 12. The more important items of the remainder of the income statement 
are discussed on pages 12 to 14. 

Mr. Hanson: In reference to the statement in the first part of that para- 
graph, “the income statement of the Canadian National Railways, which is pre- 
pared in accordance with the accounting rules of the Dominion Bureau of Statis- 
ties; Je thisnew2 

Mr. FarrwEatHeER: No, sir. May I explain? 

Mr. Hanson: Do please. 


Mr. FarrweaTHer: The Dominion Bureau of Statistics has charge for the 


government of railway statistics of Canada, and they have adopted as their 
standard, for the preparation of statistics and results of operation the Interstate 
Commerce Commission method. The Board of Railway Commissioners also have 
accepted the Interstate Commerce Commission methods as being appropriate. 
It is just a question of the two bodies having done the same thing. 


Commission system of accounting that you set out here. 
Mr. FatrweatHer: Yes. That is clear to you? 
Mr. Hanson: Yes. 


for the eastern line appears on pages 15 to 18 of this pamphlet: 
Railway Operating Revenues, Railway Operating Expenses, Net 
Revenue from Railway Operations: 
Railway Operating Revenues of the Canadian National Railways 


for 1930 were $221,770,445, as compared with $267,993,497 in 1929, a | 


decrease of $46,223,052 or 17-25 per cent. Railway Operating Expenses 
decreased $25,915,965 or 11-72 per cent, leaving a net revenue from 
Railway Operations of $26,510,938, as compared with $46,818,025 in 1929, 
a decrease of $20,307,087. | 


An Hon. Memeer: You make a statement there that the railway operating 
revenues for 1929 are $267,993,000, whereas the 1929 report shows $259,878,000. 
Mr. Farrwearuer: ‘That is explained in the first paragraph. In 1930 the 


Mr. Hanson: Then, I am to understand, it really is the Interstate Commerce 


Mr. FarrweatHeR: The discussion of the items of the income statement 


Central Vermont Railway has been included, and for comparative purposes the 


1929 accounts have been restated to include it. 
The decline in railway earnings, which commenced in the fall of 
1929, continued throughout the year 1930, paralleling the experience of 
practically all railways on the North American Continent. The extent 
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of this decline is strikingly shown by a comparison of the Canadian 
National with that of a number of the principal railroad systems on the 
North American Continent. 

Per cent 


Decrease in 
Gross Revenue 


1930-1929 
CaM eOLay ON CLLOMAL Iiunet WAVE! Sta 8 aR her ke bd Gre aba AW pas: 
Newny Ore sGential olaneia ae. Ho ticles nea RE Uy tt oe 18:75 
Pennsylvania R.R. ic PES eh iran a On aI LL Sig Te Pa as 15.86 
Canadian Pacific Railw ray. ha Paani | he (aden al oP RR alld OR 14,94 
Northern Pacific Railway... eee he PRE Re En ar ep eer ied 16.45 
Great Northern Railway... .. Sn inte Pagano «tee 16.63 
Chicago & North AW actertys Railway... hie Hip el Peeh A ater soe 15.96 
Atchison, Topeka & Santa Fe Railway... Py asi i ng eae 16.48 
Average of all Class*1—U.S. Railroads... .. .. ... 16.00 


An Hon, MrempBer: That includes the Canadian Pacific Railway and 
Canadian National Railway, that average. 

Mr. FarrweatHEr: No, they are not United States roads—that table 
simply indicates in a general way the decline in gross revenue was practically 
the same as most railways in North America. 

Mr. KenNepy: Was that fall in revenue general in all lines of freight? 

Mr. FarrweatHeErR: Yes, I should say yes. The answer is in the affirma- 
tive but it calls for more data which will appear in this pamphlet. 

An Hon. Memper: Would not the fall in transport in grain account most 
largely for your fall? 

Mr. FatrweatHer: If vou wait you will find that will appear later on. 

Mr. Durr: Before you go on could you give the percentage of decrease in 

revenue on the C.P.R. and Canadian National and the average on American 
roads? . 
Mr. FarrweatHer: That is what I am giving now. The decreased per- 
centage on the Canadian Pacific Railway and the Canadian National and the 
average on Canadian roads. Do you mean to take the average of just the rail- 
ways that have been enumerated? 

An Hon. Memprr: Yes, outside the C.P.R. and Canadian National. 

Mr. FarrweAtTHER: ‘They will probably come to the same thing. 

Sur Henry TuHornton: And this figure of 16 per cent average of all 
Class A railways in United States, and that includes all railways enumerated 


in the Table, and there are a number of others—we could have included them 


but 1t would ‘take too. long. 

An Hon. Memper: What is that of the C.P.R. and Canadian National. 

Sir Henry THorNton: The Canadian National is 17-25 and the C.P.R. 
14-9. 

Mr. Durr: Do these figures include anything in connection with the 
Canadian Marine Service. 

Mr. FarrweatHer: No. 


Sir Henry TuHornton: It shows the condition as prevalent all over the 
American continent. 


Mr. FAIRWEATHER: 
RAILWAY OPERATING EXPENSES 


Every effort was made to reduce operating expenses, consistent with 
proper maintenance of the property, safe operation and adequate service. 
It was also essential to have a due regard to such factors as the future 
accumulation of deferred maintenance resulting from too drastic a re- 
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trenchment policy, the responsibility of the company with regard to 
service to the public at large and an obligation to a large number of old 
and loyal employees of the company. 

Approximately 66 per cent of the total operating expenses vary 
directly with the traffic handled; it is apparent, therefore, that the re- 
duction in expenses would not be as great as the reduction in revenues. 
With a decrease in revenues of 17°25 per cent, it might be expected that 
expenses would be reduced by 66 per cent of this decrease, or 11:4 per 
cent. ‘Taking all factors into consideration, the reduction in operating 
expenses of 11-72 per cent may be considered satisfactory, particularly 
when compared with those of the other larger railways as follows:— 


Per cent 

Decrease in 

Operating Expenses 

1930-1929 
Canadian National“Railwaye.et,. <5 2s ee eee lie 
New. York Central -inesio hs teen ce ac a ee ae 14.53 
Pennsylvania 2h Res. eae it ate enn ee alee ee 12.73 
Canadian Pache Ratlwayie gies ee eh ee ee. ee 15.69 
Norther -Pacitic: Railways eee i ae ee 11.08 
Great Northern Rathwayees acetone eee ee 12.43 

Chicago’ & North Western Railway... .. 2... es ss e+ ve 12.31 — 
Atchison, “Topeka: -&:;Santay Ve Railway oi: ores. 10.05 
Average of all Class —U.S.'Railroads:. ..°.. >. << se 12.83 


NET REVENUE FROM RAILWAY OPERATIONS 


With such a serious decline in gross revenues, it is to be expected 
that, even with a judicious curtailment of operating expenses, net revenue 
would be adversely affected. Here again the decrease in net revenue of 
the Canadian National, amounting to $20,307,087 or 43-37 per cent, is 
parallel to the experience suffered by other large railways on the con- 
tinent, as indicated by the following:— : 


{ 


Mr. Kennepy: Why is it possible for the C.P.R. for instance to reduce 


or decrease expenses to greater extent than the Canadian National railroad. 


Sir Henry THornton: The answer to that is this: The Canadian Pacific 
Railway has been established as a going concern and as a first class railway, 
and one of the justifiable boasts of the Canadian Pacific Railway has been 
that it has always maintained its property and its high character of maintenance 


that has continued for several decades. Consequently, and I am presuming this- 


because I am not aware of the actual policy of the C.P.R., but consequently 
they have a much greater reserve in the condition of the property than we have 
and consequently when the time came to apply economies [| suppose they felt 
they could take more out of their property and more out of their maintenance 
than we could on account of their condition. 


_ Mr. Hansury: The Canadian National Railway had continued in their 
service employees that the Canadian Pacific Railway had displaced. 


Sir Henry THornton: There again is a matter of policy. We have built 
a number of locomotives and freight cars in our own shop in order to give 
employment to our own men and who under ordinary circumstances we would 
have let out. I do not know whether the Canadian Pacific Railway followed 
that policy or not, but that is one thing we did. Another factor, and I say 
it quite frankly, we were owned by the government of Canada and to discharge 
a large number of employees would be merely to transfer the burden of their 


maintenance onto the community and then onto the province and then onto ; 


the government. 
An Hon. Memper: That was the policy of the government in 1930. 
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Sir Henry THornton: Yes. This depression in 1929 we saw coming, and 


- Thad to go to the government of the day and say we can do one of two things, to 
dismiss men and reduce our expenses or we can pursue a course of reasonable 


prudence to try as far as we can to keep those men at work without adding to our 
expense. After all the government of the day speaks for the people of Canada as 
to what course we should follow, and I was asked what course I would recommend 
and I said I thought the sound policy was to keep as many of our men in employ- 
ment as possible without adding unreasonably to the expense of the company. 
How far that would go was a matter of judgment and for technical officers to 
decide, and that is the course we followed, and as I look back I think it is a 
wise course. 


Mr. Durr: Have you kept on the same rate of wages as last year. 


Sir Henry THornton: Yes. There has been a certain falling off due to the 
falling off in traffic. 


Hon. Mr. Ever: Would you say relatively how they worked out. 
Sir Henry Tuornton: I cannot say that I could answer that—I do not 


want to say I am critical of the C.P.R. 


Mr. Hanson: The C.P.R. reduction was 3:97. It is a well known fact when 
the grain crop was not going to move the Canadian Pacific Railway laid off 
every extra gang. And you have stated the policy of the Canadian National 
with the co-operation of the government made that difference of 3-9 per cent, 
that is due to the company holding that policy. Would that account for it. 


Sir Henry THornton: It measurably accounts for it but you have to take 
this into consideration, the Canadian Pacific Railway has large reserves of 
property, built up during a period of years, and they were in a position to 
use those reserves in whatever way they thought wise. But we had no reserves, 


and furthermore our accounts are subject to inspection and every detail of our 


expenditure as shown in our annual report is inspected. 


Hon. Mr. Evuerr: All these figures of course are based on figures from your 
accounts, and are these accounts audited by independent auditors responsible to 
the government. : 

Sir Henry Tuornton: Not these figures that we are giving in comparison 
with other railways—they have not been audited by outside auditors—they are 
figures from our own accounting department, but every item of our expense and 
every item chargeable to capital as shown in our annual report are audited by a 
firm of chartered accountants. I think every railway on the north American 
continent really do employ chartered accountants which certify to figures in their 
annual report, and these figures by way of comparison are drawn from their 
reports. Anyone can detérmine the correctness of these figures if they chose to 
question them. 


Mr. Hanson: We are presuming that these figures are correct. 


Sir Henry THornton: We are proceding on the presumption that when a 
railway company presents a report that it is an honest report. 


Sir Eucens Fiser: I take it that the figures you have with regard to United 
States are based on accounts audited by independent auditors—is the same 
thing true as regards the Canadian National Railway. 


Sir Henry THornron: They are audited by an outside firm of chartered 
accountants, George Touche and Co. 


Mr. Beavsien: Is the auditing given out by contract. 
Sir Henry TuHornton: It is given to outside firms. 


Mr, Bravsien: Is the difference much greater in manufacturing locomotives 
in your own shops than by giving the work out to others. 
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Sir Henry THornton: No we are saving money by building them in our 
own shops, then you come to the question of how much is to be charged against 
plant and equipment. We already have plant and equipment and could not 
get rid of it, and it is better to make use of it, but as far as the actual cost 
of construction is concerned, I may say we are not suffering by building in our 
own shops instead of letting the work out. The reason we do not let the work 
out is that in times of great prosperity our shops are fully employed in repair 
work, but now comes a time when repair work has fallen off because we are 
not using the equipment as in times of prosperity and we have no repair work 
and we have to choose between dismissing those men or keeping them employed. 

Mr. Braupien: In other words you are building locomotives at no greater 
loss than giving the work out by contract and at the same time you are keeping 
the men employed? 

Sir Henry THornton: That I think is a correct statement. 

An Hon. Memper: How many men are employed in this work. 

Sir Henry TuHornton: It is pretty hard to answer that question accur- 
ately—perhaps Mr. Hungerford could say. 

Mr. Hunecerrorp: I do not think it possible to answer that correctly, 
because the men are employed partly on regular work and partly on repairs. 
We might get it from the wages list and that is all. 

Sir Henry TuHornton: I think what Mr. MecGibbon wants to find out is, 
is a substantial amount of their time being spent on labour of this sort, and I 
should say yes. 

An Hon, Memper: What has this capital expenditure to do with increased 
operating expenses? 

' Sir Henry TuHornton: The capital expenditure only creeps into this in 
reference to the whole employment situation. Ordinarily there is a reason for 
a railway to build its locomotives by outside contracting firms. They buy a 
lot of material and we get the hauling of it, and even should it. cost. rather 
more it is a better proposition; but, in times of depression our feeling was to 
have regard for our men who were employed on the railway for 15 or 20 years. 

The CHairman: Will any gentleman who wants to ask a question stand 
up. My reason for asking this is that when two men speak at a time, it is 
difficult for the reporter to get the names. 

Mr. Hansury: My point is in connection with the construction of engines, 
that would have no relation to these items I would say if the difference in the 
ratio is to be explained it is the men employed on the right-of-way and main- 
tenance rather than those engaged in the construction of engines. 

Sir Henry THornton: I do not know quite what you want to develop, 
but I think you are substantially right in what you say, 

An Hon. Mempmr: Is it not true the policy of the Canadian National 
Railway is to employ men to build up your equipment. 

Mr. Bau: Is it that during periods of depression the policy of privately 
owned railways is simply to employ men as they require them—is that true? 

Sir Henry THornton: I cannot speak for the policy of the Canadian 
Pacific Railway but all I can say is that here is a period of depression and 
unless we find work for our men they would be destitute and seeing it did 
not cost any more to build new cars in our own shops we thought we owed 
our first obligation to our own men. 

Mr. Hraps: They could have done the same thing as a private company 
and laid off large numbers of men from the Atlantic to the Pacifie and possibly 
those let out would bé a charge of the government and in this way it perhaps 
shows a larger expenditure. 
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Sir Henry THornton: I,can only explain that that represents the policy 


of the government and furthermore there is something to say in favour of 
_ trying to keep the shop-workers together instead of letting them scatter, and 


sometimes you cannot get them back when you want them. 


Mr. Fraser: The primary object I take it is to effect repairs and would 
not the construction of locomotives entail extra capital for extra machinery. 

Sir Henry THornton: I do not think so to-any appreciable degree. 

Mr. Hacxert: As suggested you say it would have an effect on the unem- 
ployment situation. _ : 

Sir Henry Tuornton: I think so. 


Mr. Hacxerr: Is it conceded that this equipment is built in Canada and 
if built in your shops it sua: employment that would be given in other 
Canadian shops. 


Sir Henry THornton: That is undoubtedly the situation. 
Mr. Hacxetr: So it has no effect on the unemployment situation as a 


: whole. 


ay 


Sir Henry THornton: Simply this, that we felt our first obligation was 
to be given our own men. 

‘Mr. McGreson: Rightfully or wrongfully it results in a decrease in the 
percentage. 

Sir Henry THornton: I do not know how the reports of the Canadian 
Pacific Railway were made up but the annual report of the Canadian Pacific 
Railway gives some details but not much, afd I do not criticize them at all. 
But you must remember that company must have accumulated reserves and 


they. are perfectly entitled to use those reserves in any way they like. We have 


no reserves. I do not know whether their accounts reflect the situation 
accurately or not but they had reserves and we did not. 

Mr. McGrispon: They paid all operating expenses and paid 5 per cent on 
their capital. 

Sir Henry TuHornton: I do not know but presumably they did or they 
would not have paid a dividend. 

- Mr. Beausien: The question of making locomotives in your shops has not 
changed the unemployment situation. Take a shop here, if you had that some- 
where else would not it have created a situation in Winnipeg where these men 
would not have gone. 

Sir Henry Tuornton: If you did not employ men at this Transcona Shop 
they would not get work at all. 
An Hon. Memper: A good many of them could not move. 
Sir Henry THornton: A good many of them are moving on freight trains. 
Mr. Heaps: I might say that in 1929 or 1930 I was one of the delegates 
that went to the C.P.R. to ask that company to keep on men who otherwise 
would be recipients of public relief, and a large number did become recipients 
of help from the city of Winnipeg and the city of Winnipeg felt an injustice had 
been done the men and they billed that company for the relief given them. 
The CHAIRMAN: It is now 1 o’clock. I have a telegram here from the Min- 
ister of Railways saying: 
Due to my brother’s dangerous illness I cannot be at the meetings 
this week, but go ahead anyway and ask the Prime Minister to advance 
the bills to committee. 


_ So I think I am still right in my contention. We will meet to-morrow at 11 


—o’clock but not on Friday. 


The Committee then adjourned until 11 o’clock to-morrow. 
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WEDNESDAY, JUNE 10, 1931. 


WITNESSES: 


ir Henry W. Thornton, K.B.E., President of the Canadian National 
Railways. 


S 


ay 


Mr. S. W. Fairweather, Director, Bureau of Economics, Canadian National 
: Railways. 


Mr. R. C. Vaughan, Vice-President, Purchasing and Stores Department, 
Canadian National Railways 


Mr. R. L. Burnap, Vice-President, Traffic Department, Canadian National 
Railways. 


OTTAWA 
F, A. ACLAND 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1931 


ORDER OF REFERENCE 


WeEpDNEspAY, June 10, 1931. 


Ordered,—That the following Bills be referred to the said Committee: — 


Bill No. 79, An Act respecting the Canadian National Railways and to 
authorize the provision of moneys to meet expenditures made and indebtedness 
incurred during the calendar year 1931. 


Bill No. 83, An Act respecting the Canadian National Railways and to 
authorize the guarantee by His Majesty of securities to be issued under the 
Canadian National Railways Financing Act, 1931. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


MINUTES OF PROCEEDINGS 


WepNeEspAy, June 10, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the 
Chairman, presided. 


Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley, 
Chaplin, Duff, Euler, Fraser (Cariboo), Geary, Gobeil, Gray, Hanbury, Hanson 
(York-Sunbury), Heaps, Kennedy (Peace River), McGibbon, Stewart (Leth- 
bridge). 


The Chairman announced the receipt of a number of written questions and 
promised to have them tabulated for the next meeting of the Committee. 


The Committee resumed consideration of an “Analysis of 1930 Results of 
Operation as compared with 1929,” commencing at the bottom of page 2. Numer- 
ous questions were asked respecting coal and freight rates. Sir Henry Thornton 
was assisted in his replies by Mr. Vaughan, Vice-President, Purchasing and 
Stores Department, and by Mr. Burnap, Vice-President, Traffic Department. 


By permission of the Committee, Mr. Smith (Cumberland), M.P., Mr. 
Hackett, M.P., Mr. Nicholson, M.P., and Mr. Pickel, M.P., asked questions. 


The Committee adjourned until Thursday, June 11, at 11 am. 


JOHN T. DUN, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 231, 


WEDNESDAY, June 10, 1931. 


_ The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
a.m. Hon. Mr. Chaplin, the Chairman, presided. 


The CuarrMan: I was waiting a moment for the Minister to come in, but 


he will be along later. We can start where we left off yesterday, which was in 


the analysis of operations on page two. I may say I have received a number 
of questions and if there are any more that members desire to ask, they may 
do so. If a member desires to ask a question, he has the right to do so. These 
questions will be tabulated for the next meeting, and I shall furnish the questions 
to the management and we will decide what ones will be answered, and what ones 
will not be answered. 

Sir Henry THornton: Mr. Chairman, we stopped yesterday at the end of 


the table at the bottom of page two, and if it is agreeable to you, we will con- 


tinue with the paragraph at the bottom of page two entitled “Net revenue from 
railway operations.” 
Mr, FatrwreaTHeR: With’such a serious decline in gross revenue, it is to be 


expected that, even with a judicious curtailment of operating expenses, net 


- revenue would be adversely affected. Here again the decrease in net revenue of 


the Canadian National, amounting to $20,307,087 or 43-37 per cent, is parallel 
to the experience suffered by other large railways on the continent, as indicated 
by the following:— | 
Per cent 
Decreas in 
Net Revenue 
1930-1929 


nadia eNattone eh all waycest oo wee ey 43.37 
Te carat het Oa heh er See ee io) pam ah Oh Seley ih Oe 31.14 
iets ene Poe tec ere is en nee a ee. a ie Gepe Uh GS ne 24.01 
Re AAT Aa ee uC SL VAY ett aoe te GR a RR AS 12739 
Nee a enie eh a MAEVE Cet weit pm rage alsa ah SN os 31.05 
eet OR THOree lt ata vero SoG ape en ea Vn 24.70 
Sr icaen hose NPL A. WV esierty. Raliwayndg yt Ge Pee ee es 26.64 
ea peso Lopeka. ws ante hee partway os el et eek ta a 3105 
erate OL ate ies [es aI ORdge, ro ivi its ka ES Se 24.02 


The comparatively larger percentage decrease in Canadian National net 


revenue is due to the operating ratio of the Canadian National being normally 


about ten points higher than the other railways. It is fundamental that the net 
revenue of a railway with a high operating ratio is much more vulnerable to 
declining traffic than one with a low operating ratio. For example, a railway 


with an eighty per cent operating ratio, which suffered a decrease of 15 per cent 


in revenues and the reduced expenses by 10 per cent, would experience a de- 
crease 1n net revenue of 35 per cent. On the other hand, a road with a 70 per 
cent operating ratio and an identical percentage decrease in revenues and ex- 


_penses would suffer a net revenue decrease of 26 per cent. It must not be assumed 


that the higher operating ratio of the Canadian National reflects a lower operat- 
ing efficiency; the true cause is found in the considerably lighter density of traffic 
on the Canadian National, a generally higher price of materials, particularly of 
coal, with practically the same wage scale as the U.S. roads. 
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Mr. Hears: I wonder if we could have an explanation of the paragraph at 
the top, there. 

Sir Henry THornton: Yes. Excuse me. Were you going on, Mr. Heaps? 

Mr. Hears: Yes. It states here, for instance, in the last part of the para- 
eraph, “The true cause is found in the considerably lighter density of traffic on 
the Canadian National, a generally higher price of materials, particularly of 
coal, with practically the same wage scale as the US. roads.” I would just like 
some one to explain to me what is meant by that sentence. 

Sir Henry THornton: The general statement is, that we pay rather more 
for most of the materials which we use, particularly coal than most railways 
with which we are making a comparison. Now I suppose you would like some 
detail as to just what that amounts to? 

Mr. Heaps: I would. 

Sir Henry THornton: Mr. Chairman, Mr. Vaughan, vice-president in 
charge of the purchasing and stores department is here, and perhaps he could 
eive Mr. Heaps light on the question he has asked. 

Mr. Vaucuan: In comparison with the United States railways? 

Sir Henry THORNTON: Yes. 

Mr. VaucHan: We do not pay any more in Canada than the Canadian 
Pacific Railway does, but nearly everything we use in Canada is based upon 
United States prices plus a certain amount of duty. 

Sir Henry THORNTON: That may give the impression that we are buying 
largely material from the United States. As a matter of fact, I think you will 
be able to say that we buy perhaps a great percentage from Canada. 

Mr. VaucHan: Yes; ninety-five per cent of all material that we buy, outside 
of coal is manufactured in Canada. Coal is a big item and in the United States 
to-day you are able to buy coal for anything you want to pay for it, from 
ninety cents to one dollar and ten cents per ton, whereas in Canada we have to 
pay four times as much. 

Mr. Heaps: I did not quite get that last statement. 

Mr. VauegHan: In Canada we have to pay three or four times what coal 
costs the railways in the United States. 

Sir Henry THornton: The average price of coal per ton paid by the United 
States railroads, class 1 railroads, with which we are concerned, is $2.34 a ton; 
the average price of coal to the Canadian National Railways is $4.31 a ton. 

Mr. Hears: May I ask— | : 

Sir Henry THornton: That means a difference of $9,000,000. 

Mr. Hansury: Five million dollars? 

Mr. McCisz0on: This statement only applies to American roads, 1t does not 
apply to the Canadian Pacific Railway? 

Sir Henry THornton: I do. not know what the price of coal on the Cana- 
dian Pacific Railway is. I can just say in making a general comparison with 
respect to the American railroads, that the comparison I have just given relates 
to American railroads only. I do not know what the average price of the Cana- 
dian Pacific Railway coal is. 7 

Mr. VaucHan: It is approximately the same as ours. 

Sir Henry TuHornton: Have you any other questions, Mr. Heaps? 

Mr. Heaps: No, I think that answers the question. 


“Mr. Brausren: Would the freight haul on coal that you buy from the 
United States be higher on the Canadian National than it is on American roads? 


— 
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Sir Henry THorNTOoN: Let me see if I understand your question. Is your 
question this? Supposing, without regard to the employment of Canadian coal 
we bought our coal in the cheapest available market, what would be the differ- 
ence in cost to the Canadian National. I cannot answer that off-hand, but we 
can probably have it for you. Can you get that for Mr. Beaubien, Mr. Vaughan? 

Mr. VaucHuan: Yes, we can. Generally speaking of course, we use a good 
deal of Canadian coal to our disadvantage so far as price goes; that is to say, 
if we used American coal in the same territory, we could save a great deal of 
money, but how much I would not care to answer. 

Sir Henry THoRNTON: Can we get the answer to the question that has been 
asked even if only approximately? 

Mr. Vaucuan: Yes. Of course, the haulage on our line is a great factor and 
it would be a rather difficult question to answer. 

Sir Henry THornton: May I take a note of that question to see how 
nearly we can come to answer it? . 

Mr. Hansury: Do I understand that considerable coal is imported from 
the United States into Canada for the use of the railways? 

Sir Henry Tuornron: Yes, in the central region last year we imported 
2,319,000 tons of coal from the United States, roughly speaking, and that coal 
ee mostly used, if not entirely so, from about Brockville to the head of the 
akes. 

Mr. BoruweuL: How much coal did you use altogether? 

Sir Henry THORNTON: 4,728,000 tons. 

Mr. Vaueuan: I think that figure you gave includes American coal used 
on the United States lines as well. 

Sir Henry Tuornton: That figure I gave you includes also coal used on 
our lines in the United States. I have not got them separate, but I expect we 
can separate them. 

Mr. Vaucuan: The amount of coal used on Canadian lines imported from 
the United States was 1,658,992 tons. 

Sir Henry THorNtTON: That is the answer to the question that you really 
want. Is there any other question? 

Mr. Goseiu: What is the explanation for the very high difference between 
the gross decrease in the gross revenues of the Canadian National Railway, 
17.25 per cent and the Canadian Pacific, 14.94 per cent, with the net revenue 
decrease of 43.37 per cent in the Canadian National Railway, and 12¢o22 per 
cent in the Canadian Pacific Railway? 

Sir Henry THornton: May I just ask if you are referring to the table at 
the bottom of page two?- 

Mr. Gopeiu: At the head of page two. 

Sir Henry THornton: I think your question was what was the explanation 
for the decrease in net revenue of 43.37/100 on the Canadian National as 
compared with railways underneath; is that your question? 

Mr. Gosett: No, not exactly, I meant what was the explanation for the 
difference between the Canadian National and the Canadian Pacific. 

Sir Henry THornton: In other words, our net revenue decreased 43 .37/ 100 
and the Canadian Pacific Railway net revenue decreased 12.32 per cent, and 
you would like to ask— 

Mr. Goseru: Compared with the gross revenue, which 1s only two points. 

Sir Henry THornton: Why, the answer to that is this: the Canadian 
National Railway system as compared with the Canadian Pacific Railway, is 
relatively a new railway; it may be regarded in many respects as a develop- 
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ment railway, which is another way of saying that over a large part of our 
mileage, more particularly in the west, development has not grown up to the 
railway, which is just another way of saying that our density of traffic, that is, 
the gross revenue per mile is materially less than that of the Canadian Pacific 
Railway. I will just give you that figure in a moment. The traffic density on - 
the lines of the Canadian Pacific Railway are about eleven per cent greater 
than on the Canadian National Railway. In other words, we have a larger 
mileage than the Canadian Pacific with less traffic per mile to our own, on the 
average. The most efficiently operated railway is obviously the railway with 
the least mileage and the largest traffic, and your protential efficiency always 
varies with the density of traffic. 

Mr, Geary: Would your line suffer from what I might call, lack of co- 
ordination of those different parts, to-day? 

Sir Henry THorRNTON: Well— 

Mr. Geary: To the same extent as formerly? 2a 

Sir Henry THornton: Well, I think you referred to that two or three 
years ago, if I remember correctly; and it is a fact that the Canadian Pacific 
Railway from its inception to the present day was built as one integral unit, 
each addition to the property was added for the purpose of supporting and 
contributing to the whole, and it represents to-day a skilfully laid out system 
to operate as efficiently as possible. The Canadian National Railway svstem, 
on the other hand, represents a combination of the old Grand Trunk system, 
the Intercolonial, the Transcontinental, the Grand Trunk Pacific, and the Cana- 
dian Northern. In most cases, those railways were built— 

Mr. Geary: None of which was built to function with the others. 


Sir Henry THornton: In most cases those railways were really built 
originally to compete with each other instead of to support each other, and that 
always creates a difficult situation, and one which is not conducive to efficient 
operation. In time, as population is added to the country, and as traffic increases 
and the country develops, that will become a vanishing factor. 

Mr. Hanspury: There must be some justification for the importation of 
such large quantities of coal into Canada when we have coal mines that are not 
able to operate through lack of business. I should lke very much to know that. 

Sur Henry THornton: That is again a matter of drawing the line between 
how much we are going to add to our expenses to use nothing but Canadian coal, 
and how much we are going to reduce our expenses by importing coal. There 
are two schools of thought, probably one extreme is that we should exclude all 
foreign coal and use nothing but the Canadian product. If we did that it would 
add several million dollars to our expenses. On the other hand, if we went to 
the other extreme and bought our coal in the cheapest market, we would prob- 
- ably save several million dollars, but again it would result probably in bringing 
a great deal of distress to our Canadian mines that are already open. Generally 
speaking, the policy of the company has been to use coal mined in the Maritimes 
as far west as Brockville or thereabouts. Through Ontario, from Brockville to 
the head of the lakes, and sometimes, but not frequently, as far west as Winni- 
peg, to use coal which comes from the United States, short haul coal from the 
coal fields of Pennsylvania and Virginia into Ontario. From the head of the 
lakes or Winnipeg west to Edmonton or Jasper we use exclusively western 
Canadian coal. From Jasper to the Pacific coast we use a combination of fuel 
oil and coal. Now then, that is the policy that we have followed. It may be 
attacked from either point of view; it depends upon what your view is. As far 
as the railway management is concerned, we felt that in pursuing the policy 
that I have outlined in using Canadian coal within the areas that I have named, 
we were probably pursuing a course which was reasonable ‘from every point of | 
view. 
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-* Mr. Hansury: Do you know if the Canadian Pacific Railway also imports 
large quantities of coal? ; 

Sir Henry Tuornton: I do not know. Mr. Vaughan, do you know? 
__Mr, Vaucuan: Yes, they do. I do not think they use the same quantity 
_ of Canadian coal that we do, particularly in regard to Nova Scotia coal, because 
they do not serve the Nova Scotia mines: 

. Mr. Heaps: May I ask if the figures that were submitted were those of the 
_ Canadian lines and did not include consumption of lines in the United States? 
= Sir Henry THornton: The figures I gave you, in which I said we bought 
2,319,000 tons of coal from the United States included coal consumed on our 

American lines. 

_ Mr. Heaps: It figured out to 600,000— 
Mr, VaucHan: We bought last year in the United States, 1,658,992 tons of 
coal for Canadian lines. 

Sir Henry THornton: Thateis really the point Mr. Heaps wants, I think. 

Mr, Hears: Yes. 

Mr. VaucHan: And we used 2,400,000 tons of Canadian coal. 

Sir Henry THornton: Does that answer your question, Mr. Heaps? 

Mr. Stewart: From what part of the country do you get this western coal? 
Sir Henry Tuornton: Mostly Alberta. 

Mr, Stewart: What part? 

Mr. VaucHaNn: It comes from Alberta, some comes from the Mountain 

Park Coal Company, the Cadomin Coal Company,, the Luscar Collieries, the 
_ Sterling Coal Company, the Coal Valley Coal Company, and the Brazeau Col- 
- <lieries. 

oe Mr. Stewart: You get none from southern Alberta? 

- Mr. Vavucuan: None whatever. 

: Sir Henry THornton: May we go on, Mr. Chairman? 

Mr, Hanson: Before you leave the coal question, are you still operating 
_ that mine in Ohio? 

. Sir Henry THornton: Yes. 

Mr. Hanson: What does it cost you per ton to raise that coal as compared 
~ with the market price of coal in the United States? 

= Sir Henry TuHornron: I think that perhaps in that connection you might 

_ like a general statement, or the committee might like a general statement with 

respect to what is known as the Rail and River Coal Company, if so, I would 
~ be glad to give it. 
Mr, Hanson: I personally do not care, but I know there are members 
who do care. 
Mr. VaucHAN: Mr. Smith asked some questions in the House the other day 
_ and it was replied to very fully. 
‘Mr. Hanson: I understand you did not tell him the price per ton. 

~Mr. VauGHAN: Yes, sir, we did. 

— . Mr. Smira (Cumberland): In that connection I might say I am the per- 
son referred to, and those questions were not answered fully in my judgment, 
and I certainly would appreciate a statement from*the president. 

_. Sir Henry THornton: Many years ago, the Grand Trunk Railway pur- 

_ chased what is known as the Rail and River Coal Company property, which 
is situate in South Eastern Ohio. That purchase was made for the purpose of 


_ bringing the coal supply and the price paid for that supply by the Grand Trunk 


a 


Railway Company— 
=e é . 


™ 
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Mr. Hears: What year was that, Sir Henry? 
Sir Henry THornton: It must have been prior to 1911. 
Mr. Gattoway: About 1908. 


Sir Henry THorNTon: These mines were bought for that purpose. I under- 
stand that the Grand Trunk company suffered materially, prior to 1908, because 
of the price of American coal that they were using, and also to ensure them- 
selves getting an adequate coal supply to protect themselves they bought this 
property. Now, that may have been a wise policy for a private company at 
that time. Since I have been familiar with the Canadian National Railway 
system, we found this property on our hands. For a time it was closed down. 
The last few years the price of coal and the supply of coal in the United States 
has steadily decreased so that at the present time there is really no strategic 
reason for the retention of the company by the Canadian National Railway 
system, and the administration of the Canadian National system would have | 
been glad to sell the property, and in fact, made some effort to do so, but. 
because of the general depreciated price of coal in the United States, coal 
mining properties were not profitable, and consequently it was impossible to 
dispose of the property excepting at great sacrifice, which I did not feel we 
were justified in accepting; but so far as we were concerned, and so far as the - 
administration of the Canadian National Railways goes, we would be per- 
fectly willing to get rid of that property at any time we can come somewhere 
near getting our money out of it. Now, having the property— 


Mr. Hanson: How much was the capital investment in the property? 
Sir Henry THorNtToN: Do you know, Mr. Galloway? 
Mr. Gattoway: No, I do not know. Something over a million dollars. 


Sir Henry Tuornton: More than that. However, having the property, 
we concluded that the only thing to do was to try, as long as we had to buy a 
certain amount of coal in the United States for use in Ontario, and use the coal. 
We thought that it was better to make such use of that property as we could; 
and that represents how we got the Rail and River Coal Company, and why we — 
are using it. : 

Mr. Heaps: Is it an economically operated mine? 


Sir Henry THornton: The cost per ton of coal raised by the Rail and 
River mine, is, all charges included, $1.26 per ton. I think, Mr. Heaps, that is 
the figure you wanted, is it not? 


Mr. SmirH: Will Sir Henry— if I may be permitted, Mr. Chairman, to 
speak, I am not a member of the committee— 


The CHarRMAN: You are permitted to ask questions. 


Mr. SmituH: What I want to ask Sir Henry is this; you informed us the: 
cost of a ton of coal was $1.80— ‘ 


Sir Henry THORNTON: $1.26. 
Mr. SmirH: Whatever it is. 
Sir Henry THORNTON: Very close to $1.26 per ton. 


Mr. Smrru: Does that include all the charges and all the costs of the out- 
lays in connection with the operation of this mine? 


Sir Henry THorNton: That includes all costs of all sorts. 


Mr. SmitH: Including money that has to be paid by the Canadian National 
Railways for periods of idleness. According to the terms submitted it has cost 
the Canadian National Railways as high as $350,000 in one year for periods 
of idleness in connection with this mine, : 
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nly Sir Henny TuorNTon: That includes all costs. In the last year the Cana- 


dian National received from this mine 1,697,400 tons of coal, and the cost, 


including overhead, and all other proper charges which belonged to that year 


was $1.26 per ton. 

Mr. Hanson: You raised all the American coal you imported. Then, the 
figures are the same, one million and something. 
| Sir Henry THornton: The investment in the Rail and River Coal Com- 
pany is $2,080,000. 

Mr. Smiru: If the mine was only operating two or three months, or did not 
work two or three years, the average would be a little higher. 

Sir Henry THorntTon: Of course, sir, if we were not raising any coal. Yes, 
certainly, if we were not raising any coal in any one year, of course, the cost per 
ton would be something enormous. 

Mr. SmirH: In that connection, Sir Henry, the statement that is made as 
to the actual cost of the coal considering all charges— 

Mr. Hears: In each year. 

Mr. SmirH: —over a term of years or each year is what you have given 
us, is it? Could you give us the average for the last five years, sir? 
~~ The CuHairMaAn: I understand what is worrying you is this: you want to. 
know, Mr. Smith, how those charges of $1.26 are made up, whether there is any 
capital charge in there for interest on investment, for example. 

Sir Henry THornton: That figure which I gave you of $1.26 per ton in 
1930 includes all charges, capital, interest on capital, and everything else which 


properly enters into the cost of a ton of coal in that year. 


Mr. Hanson: For that particular period. 
Sir Henry THORNTON: For that year. 
Mr. VaucHaANn: That item also includes pera cation. and every conceivable 


item which could be legitimately charged. 


Mr. Hansury: Have you the same information for the last five years? 
Sir Henry THORNTON: We have not got it, but we can get it. 
Mr. Hansury: I think that is Mr. Smith’s question. 


Sir Henry THorNTON: We can get that. I do not happen to have it 
available at the moment, but it can be secured. 


Mr. Heaps: Is it a non-union or union mine? 


Sir Henry Tuornton: The situation there is this: there was a strike some 
years ago, I do not quite remember the year, in the coal fields of the United 
States, and in this south eastern Ohio or Cambridge field, and we, of course, 
found our mines closed. We had nothing to do with the strike; it was a move- 
ment which was started by other miners, and all the miners went out. The 
mines were closed for some time, and there was a good deal of distress in the 
field, and a number of the mine owners of that area offered their miners work 
provided, as I understand it, they would sign an agreement upon returning to 
work that they would accept mine owners’ wages, current wages in the field, 
and also obligate themselves not to associate themselves with any other unions. 
A number of mines were opened under those conditions, and we remained closed. 
Fnally, a number of our men came to us and asked us if we would re-open. We 
said, ‘““ Yes, we would re-open, and we would pay the current rate of wages in 
the field.” We asked them to make no commitments whatever with respect 
to their trade unions and as far as I know each man may or may not belong 
toa union. At any rate, we offered no objections at all, and imposed no obliga- 


_ tions upon any of our men returning to work with respect to their association 


° 
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with any unions. Now, I believe I am right, Mr. Galloway, in saying that in 


-the last year, the mine owners in that area have still further reduced their 
wages, but we have made no reduction. 2 : 

Mr. Gattoway: We made a reduction a few months ago, = 

Sir Henry THornton: We kept pace with the going rate in the field. 

Mr. Gattoway: That is right. 

Sir Henry TuHornton: As far as we are concerned, we do not care whether 
our men belong to unions or not. I have no objection to it whatsoever, and we 
impose no limitations. ae 3 

Mr. Hanson: I gather from what you say that a man may or may not 
be a unionist, he is not obliged to belong to any union— 3 

Sir Henry THornton: He can do what he likes. 

Mr. Hanson: It is an open shop, so to speak? 

Sir Henry Tuornton: Precisely. 

Mr, Heaps: Have you a comparison of the wages paid the men there with 
the wages paid men in this country? 

Sir Henry THornton: Was your question Mr. Heaps concerning wages 
paid in other parts compared with those in Canada. I may say I have not got 
that but at the present time we are paying a basic rate of $4.00. In fact, all the 
mines in that region you refer to are paying a $4.00 basic rate. Now, there are 
some mines in south-Eastern Ohio, the Sauters Coal Company, and others, that 
are paying from $3.20 to $3.60 a day—those mines are a little further north than 
some of the others. Does that give the information? 


Mr. Hmaps: In part only. I do not suppose you have the information there, 


but I would like to get the wages paid in the mine. 

Sir Henry THornToON: We can get that. 

Mr. Heaps: Your statement is, it is comparable with your competitors in 
the same district. . 

Sir Henry THornton: Yes, and the only difference is we impose no limita- 
tions with respect to membership in trade unions. 

Mr. Geary: You gave it that 1.264 is an economical operation—in other 
words—you could buy the coal from some person more cheaply. 

Sir Henry THorntTon: Possibly we could. 

Mr. Geary: What is the average cost every year. 

Sir Henry THorntron: I may say, Col. Geary, the cost of coal varies in 
different districts, depending on the labour charges and facility of mining. Those 
figures here compare favourably with cost of mines in the district. 7 

Mr. Geary: That is not the point—can you buy it cheaply or get it as 
cheaply from your own mine as you could obtain it from another. 

Mr. Vaueuan: I do not know whether this should eo on the record but I 
may say we do not use all our coal—we sell some coal to the Pennsylvania and 
the Baltimore and Ohio for 20 and 30 cents more than it costs 1s. 


Mr. Geary: I am only wanting to know whether it is worth retaining this 


mine even at a sacrifice. 


Sir Henry Tuornton: If we could come near getting our money out of 
this mine by selling it we ought to sell it, but the trouble is coal mines are so 


unremunerative and the coal business in the United States at present is in such 
a chaotic state that it is almost impossible for any operator to get his money 
out of his mine. I believe if we could get our money out of this mine we ought 


to sell it, but I have not been able to get a purchaser to come anywhere near 


the specification. 
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Mr. Geary: In operating it from a business point of view, do you think 
you are doing the proper thing? 
Sir Henry THornton: Yes, we are getting more money out of it than if we 
= were to sell it at present. 
» Mr. Cantey: I understand the figure of $1.10 is stated to include such 
___ charges as depreciation in machinery and so on—can you give the figures written 
off in respect to depreciation and amortisation? 3 | 
Sir Henry Tuornton: I can get it. You wanted a statement of how much 
_ is written off for depreciation of plant and exhaustion of mineral—for during 
what period? 

‘ Mr. Geary: Give the figures for last year. 
-_ Mr. Fatrweatuer: Depreciation $83,453 and amortisation, $41,009—total, 
$124,462. 


An Hon. Member: What does amortisation mean? 


Mr. Fatrweatuer: Amortisation means the depletion. It is worked out at 
2-2 cents per ton. 


Mr. Cantey: What is the total quantity of coal in that property? 
Mr. VaugHAN: There are 30,000 acres there—around 180,000,000 tons. 
Col. Grary: How much is taken out a year? : 
Mr, Vaueuan: There was 1,856,000 tons taken out last year and there are 
175,000,000 tons left on the property. 
; Mr. Hanson: You must have had that figured out. 
Sir Henry THornton: We have it all here but it is just a little hard to 
__ answer offhand. The charge to depreciation and amortization is worked on a 
general accepted formula, and there is a very large amount of coal left on the 
area. 
‘Mr. Stewart: Do I understand the policy of the railway is that they will 
_ not purchase coal from any part of the country that is not served by the rail- 
_ way. There is a shorter haul to Calgary than the north, and we want to get 
- an opportunity of providing that coal. 
: Sir Henry THornton: We have certain mines on our railways and natur- 
__ ally we take as large a proportion of their output as we can and if we did not 
_. do so it would cause a great deal of distress to the mine. The Canadian Pacific 
_ Railway pursue the same policy. 
An Hon. Memper: I am speaking of the Canadian Pacific Railway too. 
_ Sir Henry Tuornton: If we pursued the policy of buying coal from all 
over Canada irrespective of having it on our own railway we would find our 
- own mines that are naturally looking to us for orders in a very bad financial 
condition. I do not know of any other answer to that, for we would also have 
to pay a freight charge to the C.P.R. for every car of coal we bought on other 
mines. 
| An Hon. Memper: Supposing you could lay down coal cheaper in Calgary, 
_ what objection would there be to giving the people not served by your rail- 
_ Way an opportunity of getting back some of the taxes they are paying. 
‘ Sir Henry Tuornton: The answer is that our job is to look after our own 
_ tines and our own shipping first. If we pursued any other policy we would not 
get anywhere. | 
___-Mr. Hanson: Is there any complaint about that policy? 
3 An Hon. Memper: Why not be relieved of paying taxes? 
-. Sir Henry Tuornton: I think everybody would be glad of that. I do 


es 


_ not know of any other way of handling it and if we pursued a different policy 
we would be in hot water. 
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An Hon. Memper: In the interests of the country at large and considering 
the competitor’s point of view, could not there be an exchange in the matter of 
coal. 


Sir Henry THornton: I do not think they would bite at that—at least, 


IT would not. 

Mr. VaucHan: We do not use much coal in the southern field and in the 
cost of coal we would have to pay freight to the C.P.R. and it is questionable 
whether the cost is any less at Calgary anyway. You do not think the C.P.R. 
buys coal from our mines when we have mines on our lines near Edmonton, 

Sir Henry THornton: It has been the policy of both companies and I 
do not see why there should be any departure from it. 

Mr. FaIRWEATHER: 

The difference in traffic density is strikingly shown by the following 


comparison for the year 1930;— 
Canadian Class I 
U, 


National 

Railways Roads 
Freight—Ton miles per mile of road (thousé Inds) As ees te te 829 1,758 
Passenger—Passenger miles per mile of road fchowsands)-= Ay 50 112 


Sir Henry THornton: That means that the traffic density of the Class I 
railways of the United States is more than twice that of the Canadian National. 
Mr. Grary: What would account for the lesser traffic density? 
Sir Henry THornton: I would say it would mostly result from mileage 
built in the west and on the transcontinental. 
Mr. Geary: I would say the transcontinental must have a very low density. 
Sir Henry THORNTON: Yes, quite a low density. 
Mr. Hacxert: Before we take up the question of railway operating revenue 
IT would like to ask Mr. MacLaren—Mr. Euler said yesterday :— 
The statement was made in the House that if you disregarded the 
interest on the amount which had been advanced that the average deficit 
of eight years was about $12,000,000—is that correct? 
and Mr. MacLaren answered that the income loss for that period was $85,854,- 
568.72, a little over $10,000,000 of an average per annum,—now my question is 
this—has he taken into consideration i in the first place the debit on eastern lines. 
Mr. MacLaren: No, only up to June 30th, 1927. 
Mr. Hacxert: And what is the deficit up to that time. 
Mr. MacLaren: The deficit up to that time, excluding government interest, 
$18,148 950.52. 
Mr. Hacxert: Will he also state what portion of a greater amount than 
$85,000,000 to which he made reference was charged to profit and loss. 
Mr. MacLaren: $7,268,796.33. 
Mr. HacketrT: So, therefore, the deficit for those years including the item 
you gave is over $110, 000 ,000. 
Mr. MacLaren: $111,272,315.57. 
Mr. Hacxert: And that is after deducting the interest on the Sabie debt 
of the country? 
Mr. MacLaren: That is right. 
Mr. FarrweaTHER: Railway operating revenues read:— 

Turning now to a more detailed analysis of Railway Operating 


Revenues, the monthly variations and decreases in 1930, as seitit 


with 1929, were as follows. 
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’ Sir Henry Tuornton: I do not think you need to read that long item, it 
sets out the comparison of operating revenue each month for the past year. You 
might read the totals. 


: Mr. FatrweaTHER: A comparison by Principal Revenue Accounts is as 


= follows:— | 

; Decrease 

A 1930 1929 Amount Per cent 

bn Teed a li ae GIR SUE Oi ieee I al $ 163,859,421 $ 199,803,829 $ 35,944,408 18.0 

| MP IRSEUVED tart cnn So al Poy es 27,536,654 ~ 3351257162 5,588,508 16.9 

4 LAT ccte hh er Dh ak er ole 3,085,854 3,159,663 73,809 oe 

PTC SO tii Oe leh ol cue a 11,488,177 13,531,364 2,043,187 16,1 
PCL ALDI. pilose oak is we othe 5,254,798 Sy MOP), May 867.384 14.2 
Other Revenues... 2 eS 10,545,541 12,261,327 1,705,786 13.9 
Oba Reventies 4050. Ss ees $ 221,770,445 $ 267,993,497  $ 46,223,052 iy ips 


a 


Sir Henry THorNToN: You might just read the decreases. 


Mr. FatrwEATHER: All commodity groups showed substantial decreases in 
tonnage carried, as indicated by the following:— 


Tons Per cent 
Carried of Decrease from 1929 
1930 Total Tons Per cent 
Preducts of “Agriculture? =7.55..40 5. 9,525,801 18.90 $06,122 ~ 8.7 
> PTOUtiCts. OL AA ULNBIS< 2 ss cee eee 1,157,470 2.30 261,215 18.4 
Products’ 01.) Minés. 2 0 ee 2 17,806,952 35.02 4,862,974 24.7 
REO UCES. Of Oreste aru ee ea a 6,883,454 13°65 2,257,658 24.7 
Products of Manufactures and Miscel- 
POPERCOUS curtain For ae, Teo SE OOS. OTE 29.83 5,141,653 Zawo 
OLA eee torare tt liar ees Sea HOt Lh 04S 100.00 13,429,622 ate '0 


Mr. Hanson: Is it intended that we should discuss these at the end of 
this heading or as we go along. 
The CuHatrMANn: It is up to you. 

_ Mr, Hanson: I have no desire one way or the other, but I think there 
should be some discussion. It is a rather appalling situation to me and I am 
sure it is to the management. 

Mr. FarrwEeATHER: 


Details of the figures shown above will be found on pages 32 and 33 
of the Annual: Report. 

Although there was a decrease in products of agriculture generally, 
Grain handlings on the Western Region showed. a slight increase, the 


comparative tonnage being as follows:— 


Tnerease 
1939 1929 Amount Per cent 


(orate. LONDASE no ce ale 4,323,699 4,223,803 99,896 2.4 


Mr. Guary: That is a surprise to me. You will remember the 1929 crop 
did not move. It moved during 1930 and you actually handled more western 
grain in 1930 than the year before and you are getting the same price per ton 

_ as you did the previous year. 


Sir Henry Tuornton: That is right. We are only discussing grain handled 
from the western region. 


Mr. Kennepy: There was only half a crop in western Canada in 1929. 


_ Mr. Geary: I am only speaking of the revenue decrease on freight handled 
in 1930—but what of the falling off in grain? | 


‘ Sir Henry THornton: There was a very heavy decrease in grain move- 
ment in Eastern Canada. 


Mr. Hanson: All over. It began in the fall of 1929 as I recollect. 
=. Sir Henry THornton: You mean the depression. 


¥ 
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Mr. Hanson: The failure to move the grain crop commenced in 1929. 
Sir Henry.THornton: That is right. 
Mr. Hanson: When you say East, what do you mean. 

Sir Henry THornton: I mean East of the head of the lakes. 


Mr. Geary: If your Western grain increased in movement your decrease 


East of the Lakes would not affect the Western grain 

Mr, FatrweaTHer: A decrease in Eastern Canada of 638,000 tons of grain. 
I may say in 19380 the water borne movement of grain was more prominent than 
on the railway. _ 

Mr. Hanson: What about the movement West to the Pacific? That 
increased. 

Mr. FarrweatHer: Yes, West of the Great Lakes the grain had to move by 
rail and we participated in that movement, but once it got to the Great Lakes 


they had the option or choice to move it by water to Montreal or to the Georgian 3 


Bay ports, and then by rail. In 1929 there was a decrease in movement from 
Georgian Bay ports, because shippers found they could get cheaper movement 
by water. 

Mr. Burnap: The grain tonnage for the company was 327,883 tons less than 
in 1929, a decrease of 2:96 per cent. 

An Hon. Memser: What would that amount to in money or decrease in 
revenue? : 

Sir Henry TuHornton: We could probably work that out if you like. 

Mr. Geary: The point I am making is that West of the Great Lakes the 
revenue during 1930 did not suffer owing to the non-movement of grain. 

Sir Henry THornton: That is true, and if the general freight movement 
and the pasenger service had reasonably kept up in the Western region it would 
have been on a favourable comparative basis with the previous year. 

Mr. Geary: And as a matter of fact the products of manufacture decreased 
29 per cent. 

Sir Henry Tuornton: That is right. 


‘at 


Mr. Geary: You suffered in your revenue east of the Lakes by reason of- 


water borne transportation. 

Sir Henry THornton: Yes, we come directly in competition there and the 
rates suffer there and the volumé of business suffer and the competition is more 
severe. 

Mr. Geary: It is not a bogey. It is a real factor. 

Sir Henry THornton: Yes, and everybody recognizes that. 

Mr. Geary: But the fact is that everybody does not recognize it. 


Sir Henry Tuornron: They ought to at any rate. However your state- 


ment is correct. 
Mr. Gmary: It is a factor—a real factor. 
Sir Henry THornton: Yes, it is. 


Mr. McGrpson: Would not it be accounted for by a larger amount of grain 
held over from 1929 to 1930? ) 

Sir Henry THorNTON: We all know that unfortunately the grain crop in 
1929 did not pursue its normal course that year and unquestionably what failed 
to move in 1929 certainly was held over until 1930 and moved in that year. 


Mr. Hanson: Or partly moved. 

Sir Henry Tuornton: Yes. 

Mr. Beuu: Have you the figures about competing lines? 
Sir Henry TuHornron: No, we have not, Mr. Bell. 
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Ww Be involved some Western movement of manufactur ed Sheets but does the 
shipment to the West of manufactured goods take up enough space to provide 
pews to carry the grain East? 

Sir Henry THornton: Oh no, the troubles with the grain movement is this, 

P Girst it is a seasonal movement, and second a one-way movement and in the 

_ third place we have to begin quite early in summer to distribute our cars to the 

- various stations in the West. We have to guess at what the crop will be and we 

are generally wrong for it is pretty sure to be the opposite to what we prepare 

efor: 

; Mr. Geary: You should prepare for it the other way and then you would 

de right. 

Sir Henry THorntTon: We have not got to that degree of blessedness yet, 

but you have a large amount of equipment and material idle until the grain 
moves, and it is a one-way movement, the cars have to be moved back for the 
next crop. 

_ Mr. Hanson: Having regard to these factors are the present grain rates 

adequate? 

Sir Henry THorNTOoN: Well, can a duck swim? It depends on how you 
- look at it. If you are looking at it from the point of view of railway revenue 
and you are simply separating the railway from the rest of Canada and regard- 
- ing it as a business enterprise, the freight rates on grain are too low. 

Mr. Hackett: How do they compare with the rates in the United States. 
~ Sir Henry THORNTON: They are about 25 per cent lower than in the United 
- States. I think I am safe in saying this, that general freight rates on Canadian 
railway are about 10 per cent lower than the general run of freight rates in the 

United States. We made an estimate of that some time ago. 

_ Mr. Hacxert: In your testimony two years ago you said 15 per cent. 

Sir Henry THorntTon: Something like that. 

: Mr. Hacxerr: How much lower are they in regard to grain, which is the 

principal source of revenue from the West? 

Sir Henry THorNtToN: Why, the general situation with respect to grain 
rates is this: our rates in Canada are approximately—and I can only speak from 
approximate figures, but I am not far wrong—about 25 per cent lower than they 
are in the United States for the same distance. 

Mr. Hanson: With regard to grain? 

Sir Henry THornNton: Grain. You asked a question about grain. 

Mr. Beausien: Is it not a fact: that the earnings of the railway companies 
in Canada increase tremendously in the months of grain movement? 

Sir Henry THORNTON: Oh yes. 

Mr. Beaubien: And is it not a fact that the operation of the western lines, 
where the bulk of the grain comes from, is cheaper, and also that there is less 
capital invested than there is in the eastern lines? 

Sir Henry THoRNTON: Well, I do not think that that question can be 
answered immediately by “yes” or “no”. I think probably if you took the total 
- capital investment on the lines east of the head of the lakes, it would be rather 
’ more than west of the head of the lakes, but I am just speaking off-hand. 

_. Mr. Braupren: The impression seems to be going around the country that 
_ the railway companies are hauling our grain for nothing. 


Mr. Hanson: No. 

Sir Henry THornton: No. 

Mr. Beausien: Or hauling it below the cost of hauling. 
295492 - 
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Mr. Hanson: No, nobody said that. 

Mr. Brausten: Are not hauling it on a profitable basis, put it any way 
you lke. 

Sir Henry THORNTON: Well— 

Mr. Brausten: I would like this impression to be broadcast in Canada that 
I know by my information and the report of the railway companies for the last 
two years that the net revenues on western lines through the hauling of grain, 
have been greatly augmented, and it has been of great benefit to the Canadian 
National and the Canadian Pacific. 

‘The CuatrMAN: The earnings are always better when the crop is large. 

Mr. Bravupien: Another point I want to make is this; that from 1923 on, 
until the depression came along in eastern Canada, and of course western 
Canada contributed a certain amount, that the revenues of the railway were 
tremendous; that the Canadian Pacific Railway had made the largest revenue 
in its experience, due to the— 

Mr. Hanson: In volume, - | ; 

Mr. Beausien: In volume, if you like. I would like that impression to be 
broadcast in Canada. oa Sian 

Mr. McGisson: Sir Henry— 

Sir Henry THornton: May I just answer my friend. I do not want to 
be drawn into any discussion as to whether grain rates should be higher or 
lower. The question asked me was simply this; whether I thought grain rates 
were too high or too low. 

Mr. Hanson: Relatively. 

Sir Henry THornton: I say it depends upon the point of view. If you 
are going to separate the railways themselves from all the rest of Canada and 
regard them as simply a-business enterprise, no freight rate is sufficiently high; 
you naturally want to get everything you can. Now, when you come to con- 
sider the grain rates which are charged on the movement of grain, you have 
got to take into consideration whether or not the crop can be successfully 
marketed by the purchaser; and the plain fact is that it does not make any 
difference what the freight rate is, the western grain crop in the interests of the 
whole of Canada has to be profitably or at least, ought to be, profitably sold. 


Mr. Beausien: May I ask you— 

Sir Henry THornTon: All these questions have been determined by the 
Railway Commission. I want to make my position quite clear. I am not 
attacking in any way the present rates or anything at all, I am just answering 
that bare question. 

Mr. Brausmen: Perhaps we can get it this way. Are the railway com- 
panies hauling the grain from western Canada at a loss? 


Mr. Hanson: Nobody ever said they were, 
Mr. Brausien: It has been repeated in the house time and time again. 


Mr. McGisson: Perhaps I ean throw a little light on that. About 1923, 
or 1924, along somewhere in that period, there was a question asked by Sir 
Henry Drayton that was answered in the House of Commons, and it was dis- 
closed that there was an adverse ratio on the return of grain. J am just mention- 
ing this. I have no side in the matter, but that statement was made in parlia- — 
ment, you will find it on Hansard. I think that accounts for what Mr. Beaubien ~ 
says has been stated in the House of Commons, It was an official report presented — 
to parliament on a question put by Sir Henry Drayton. It may be wrong; I | 
am not arguing that point. It came from the Minister of Railways. I am not — 
arguing whether it is right or wrong, but that may explain the impression that a 
has got around, 


‘ 
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‘Sir Henry Tuornton: It is a very difficult thing to determine, because 
= 0 many factors enter into the movement of traffic. For instance, if you have 
4 a load movement in one direction, and an empty movement in ‘the opposite 
direction, and the cars are moving empty any way, you can have a profit maybe 
ona load, which you would not have under other circumstances; and when you 
~ come to say precisely what the cost of movement of a ton of freight is, or any 
~ commodity from one place to another, there are so many factors that enter into 
it, that you cannot make a general statement. 

4 - Mr. Breausien: You stated here yesterday, and J think you repeated it to- 
- day, that certain lines were profitable. Have you a separate account on the 

different regions of the railway? 
Sir Henry THornton: No, I do not think I made that statement; I do 

not think I made that statement. 


Mr. Hanson: He did not go that far. 


: Mr. Braupien: May I ask this question right here; do you keep separate 
accounts of the different regions of the railway? 


Sir Henry Tuornton: Yes, we have them. 


Mr. Bravusien: ‘Can you not ascertain whether the movement of grain is 
profitable or not under the present rate? 


Sir Henry TuHornton: Yes, of course, we can answer that question approxi- 
mately, but I have just tried to explain ‘to you that it is an impossible thing 
to determine the cost of moving a ton of freight. You have to take into con- 
sideration all the factors that surround that particular movement. 


Mr. Nicuotson: I would like the privilege of asking Sir Henry Thornton a 
question in regard to that, which I think would clear up in some degree the dis- 
cussion. Is it not true in the operation of your railways, there are very heavy 
operating expenditures involved in moving your cars to the west, in repairing 
your cars, and maintaining contractors in providing motive power and every- 

_ thing else that is necessary to move the, grain crop that is charged in during the 
period that you are moving the grain crop actually, or during the period that 
these charges are actually made up. 

Sir Henry THornNtTon: Yes. 


Mr. NicHouson: The point I want to make is this: the operating ratio 
drops during the actual months that the grain is being moved, which is due to 
the fact that all of the costs involved in moving the grain are not incurred 
at that time. : 

Mr. Beavusien: You cannot segregate the figures of the two or three months 
in which there is the heaviest grain movement. 

Sir Henry TuHornton: Quite so, that does not include all the expenses 
which have been involved by that movement. But I will say quite frankly here, 
without any hesitation whatever, that if it were not for our grain movement, 
we would be in a sad state financially, and that was illustrated vividly in 1929 
when the grain failed to move. That was really, as far as the railways are con- 

~ cerned, what put us on the toboggan, so to speak, and I do not want anyone to 
assume anywhere in Canada that the railways fail to appreciate, or in any 
way want to get rid of the grain movement. 

Mr. Hanson: All you said, Sir Henry, was that relatively it was a lower 

rate, and was less profitable, than the movement of other merchandise. 


Sir Henry THornrton: It is a less remunerative business. 


Mr. Hanson: I should like tc say, in justice to the railways that parlia- 
_ ment created that condition in 1922, and 1924, in its wisdom, rightly or wrongly, 
and we are ‘bound by it, and nobody as far as I know has been— 
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Sir Henry THornton: A railway is a good deal like a department store, you 
have got to sell all kinds of things; you may lose money on the sale of hairpins, 
and you may make it on the sale of neckties and handkerchiefs, but you have 
got to have a fully equipped shop, and sell whatever anybody wants to buy. 
In a railway you have to move all kinds of business that turns up, and you have 
to apply that rule to the movement of all business, and to that businesss 
generally which in the last analysis, best promotes the interests of the country. 


Mr. Beaupien: There was a statement made in the House last Friday to the 
extent that the Canadian National Railway company was in a bad state, and so 
forth, and probably a rate reduction or a wage reduction would be— 

The CHatrMAN: A rate increase. 

Mr. Beaupien: Or a wage reduction would be in order. The reason why 
I raised this point is that the statement was made that the freight rate on 
grain in Canada is 25 per cent less than on the United States railroads. 

Sir Henry TuHornton: Yes. 

Mr. Braupren: The reason I raised the point and asked the question, was 
to try to establish that the hauling of grain in western Canada under the 
present rate was profitable to the railway companies. The understanding I 
have of the operations is this, that you haul 55 or 60 cars to Fort William and 
Port Arthur; that you gather your cars from your different feeders, and take 
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them to one spot and that you make a train and carry right through to Fort 
William. Is not that a profitable business for the railway company, operating 
in that way? 

Sir Henry TuHornton: Yes, I think it is. 

Mr. Brausien: Under the present rate? 

Sir Henry THornton: The only point that was raised was this, that grain 
was not as remunerative as other commodities, which is entirely correct. 

Mr, Hanson: Relatively speaking. 

Mr, Geary: You cannot argue that way. . - 

Sir Henry THornton: Incidentally, the question that was asked me, was 
how do grain rates in the United States compare with the grain rates in Canada. 
I answered that question, but I did not intend-it to be any argument for or 
against rates one way or the other, because it may well be that a certain rate 
is justifiable in the United States, and it may not be justifiable in Canada. 
For instance, you have to remember that the United States is now, or at least 
until the last year or so, consuming most of their own production. Formerly, 
in years gone by, the United States was a large grain exporting country. It is 
not so much so to-day. It is probably a fact that a large percentage of the 
grain crop in the United States is grown near to its point of consumption than is 
the case in Canada and the situation will be quite different It is a very dan- 
gerous thing to compare railway and transportation rates in different countries 
without any further exposition of the surrounding facts and circumstances; it 
is the most slippery ground that anyone can get upon, and I want you to under- 
stand when that question was asked me, I simply answered it, that is all. 

Mr. Beausien: I am not criticizing your attitude, Sir Henry, but this state- 
ment was made in the House and I wanted to have it cleared up. You have 
informed me that the hauling of grain under the present system of gathering 
your cars in one divisional point from the different feeders and making a train 
load and carrying it to Fort William, is profitable to the railway company 
under the present rate. : 

Sir Henry THornton: Yes. We do not want to lose that business. Nine- 
teen-twenty-nine is an example of what happens. This will interest you. The 


average revenue per ton mile on general traffic in Canada on the Canadian — 


National Railways is 1.081 cents, 1.085 cents, the average revenue on grain is 
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 .526 cents. The return per ton mile on grain is about half what it is on general 
~ merchandise; and it simply bears out the statement that was made a moment 
ago, I think by Mr. Hanson, and I agree with him, that the grain movement 
is not as remunerative as other merchandise. 
| Mr. Hanson: That is all I started to prove. 
Mr. McGisson: Per ton mile? 
Mr. BorHweEti: Would it be possible to give the difference between the 
operating ratio on a carload of grain from Regina or Calgary or Lethbridge 
and a carload of coal to Fort William? 
Sir Henry Tuornton: It would be a very difficult thing to do. I am 
afraid we could not get that in that shape. 
| Mr. Kennepy: Sir Henry, up until some seven or eight years ago, it was 
~ eustomary for the railways to give us the different operating ratios. Is that 
done now or have they discontinued it? 
: Sir Henry Tuornton: I can give you the operating ratio for any one 
ie - three regions, for any year than you like, if you would like us to do 
that. 
Mr. Kennepy: Yes, I would like that. 
Sir Henry THornton: Would you like to have the operating ratio for the 
western region? 
Mr. KenNepy: Yes. 
Sir Henry Tuornton: Do you want the central region as well? 
Mr. KENNEDY: Yes. 
Sir Henry THornton: And the Atlantic region? 
: Mr. Kennepy: Yes, for the last five years. 


Sir Henry Tuornton: Would the last three years do you as well, because 
if you will leave it at three years, it will save us a lot of work. 


Mr. Kennepy: All right, have it limited to three years now. 


Mr. Bett: I should like to get a statement from you regarding the move- 
ment of grain from the Great Lakes, whether it is moved in American bottoms, 
or Canadian bottoms, and if there is any traffic in grain from Fort William 
to American ports, and if it is handled by American railways? 

Sir Henry Tuornton: I think Mr. Burnap, the traffic vice-president, 
could perhaps answer that question satisfactorily. You heard the question, 
Mr. Burnap. 

Mr. BurnapP: ‘There is a very heavy movement of grain from the head of 
the lakes to Buffalo, and it goes in the elevators there, and some of it is used 
by American flour mills located in Buffalo, some of it is forwarded by rail 
from Buffalo, and some forwarded by barge lines, from Buffalo to New York. 
That is, the movement is every very considerable. 


Mr. Hanson: Is it over half? 


Mr. Burnarv: I think to-morrow I can give you the percentage. I have 
the figures in Montreal, and thinking they might come up, I wired this morn- 
ing for them. 

The CuHarrMAN: At the same time would you indicate to us the difference 
in figures so we can see how competitive it is? 


Mr. Burnar: I am not an authority, sir, on the question. 


: Sir Henry THornton: If we cannot get the cost of haulage, we can get 
the revenue from the rates. 
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An Hon. Mremser: We have been told grain is moving as low as 14 cents 
a bushel from the head of the lakes to Buffalo this season, as against an opening 
season water rates from the head of the lakes to Montreal, of nine cents, and 
within the last ten days, six cents. 

Mr. Hanson: I should like to know how you are going to compete against 
that. 

Mr. Breausien: The Canadian shipper of grain will ship his grain through 
the cheapest route. 

Sir Henry THornton: There is the answer to the whole question. The 
shipper always ships his grain by the route which gives him the cheapest 
rate and quickest shipping. 

Mr. Hanson: And the railways have always taken the position that no 
matter if they reduce their rates, the American competition would be reduced; 

Sir Henry THornton: The spread would probably be retained, whatever 
itis. | 
Mr. Bett: What is the remedy for it? 

Sir Henry TuHornton: I do not know of any. 

Mr. Kennepy: How would the deepening of the St. Lawrence affect the 
railways? 

Mr. Geary: Four cents a bushel. 

Sir Henry TuHornton: This is, of course, a question which has given, I 
think, every railway man in Canada a good deal of anxiety and it may have 
serious results. The only redeeming feature about it seems to be that there - 
will be so much discussion and so much talk about it before the parties can 
agree, that most of us will be in a better land by the time it comes about. 

Mr. Fraser: You are sure it will be a better land? 

Sir Henry THornton: I had in mind you, Colonel, I thought you would 
be there with a harp and a halo, and if I am somewhere else I will ask vou to 
come down to spend a weekend with me. 

Mr. Geary: In the cold season. 

Mr. Huaps: You will not be talking so much about coal then, will you? 

Sir Henry THornton: No. 

Mr. Betu: The government intends giving five cents a bushel on grain 
shipped for export. Is there any way of determining from the shipper that this 
grain will be handled by Canadian railways? 

Sir Henry THornton: I suppose that can be imposed as a limitation. 

Mr. Hanson: On the same basis as the British preference? 

Sir Henry Tuornton: It is preference, only in a somewhat different 
fashion. . 

Mr. Hanson: It would have to be taken care of. We are not going to 
subsidize—I must tell you very frankly that I am not going to sit calmly by 
and have subsidies given on grain exported through Buffalo and New York. 

Mr. Bei: Neither am I. 

Sir Henry TuHornton: There is another situation to be considered and 
that is that a fair amount of American grain goes through Montreal. . 

Mr. Hanson: But it goes through Montreal because it is economically 
cheaper to send it that way. 

Sir Henry THornton: It does not go that way from reasons of philan- 
thropy. : . 

Mr. Picket: Does it go by rail? 

Sir Henry THornton: Some of it goes by rail and some by water. 
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Mr. Beausren: The Americans ship their grain via Montreal because it 
is economical to do so. 


. Sir Henry THornton: Of course. There is no philanthropy in the matter. 
The plain fact is that this grain moves the cheapest way for the shipper, and 
the shipper will hunt around to find the cheapest way, and what 1s more he will 
probably try to start cheaper ways. 


Mr. Brausien: In times of depression competition is more acute? 
Sir Henry THORNTON: Yes. 
Mr. Betu: Can we get comparative figures? 
Sir Henry THornton: Tell me what you would like. 
Mr. Beuu: What I would like to get at is how much cheaper it is to ship 
- by Buffalo? 

Mr. Burnar: The barge line rate from Buffalo to New York at the pre- 
sent time is three and one half cents a bushel, and the railways have not met 
that rate. 


Sir Henry TuHornron: That is materially lower than the railway rate. 
Do you know what the railway rate is? 

Mr. Burnar: 1 think it runs fifteen cents a bushel at the present time. 

Sir Henry THornton: From Buffalo to New York. 

Mr. Brett: What is the water rate? 

Mr. Hanson: Three and half. 

Mr. Burnar: It has been quoted as low as one and a half cents a bushel 
from the head of the Lakes to Buffalo. To Montreal the opening season rate all 
water was nine cents. It has been quoted as low as six cents a bushel from the 
head of the Lakes to Montreal all water. 

Mr. Gray: What is the rate from Buffalo and Port Colborne to Montreal 
through the canal? 

Mr. Burnap: In reply to that question, about two years ago in examining 
the situation we found there was an unexpected movement of grain from the 
head of the Lakes to Buffalo. We wondered where that grain was going and we 
found that some of it was being transhipped through the elevators so as not to 
violate the law, shipped into Canadian bottoms again. It was handled by \eloee 
vessels from the head of the Lakes to Buffalo, and shipped into Canadian vessels 
for Montreal to take advantage of the through rate. Much of the grain that is 
transferred from Port Colborne has moved:from the head of the Lakes to 
Montreal. . 

Sir Henry THorRNTON: Does that answer your question or not? 

Mr. Gray: What would be the relative cost from the head of the Lakes to 
Liverpool via Buffalo and Montreal respectively? 

Sir Henry Tuornton: I doubt very much if we could get you that in- 
formation. 1 think what Mr. Bell wants is how much it costs to move grain 
from the head of the Lakes all water via Buffalo and New York, and what it 
costs to move grain by water from the head of the Lakes to Montreal; and what 
it costs to move grain by water from the head of the Lakes to Georgian Bay 
ports and then by rail to Montreal. 

Mr. Burnap: Based upon experience lately, the rate to-day may not obtain 
to-morrow. 

Sir Henry Tuornton: Of course, you understand that there are almost 
daily fluctuations in these cases and any figures we would give you would only 
be an approximation. I think probably Mr. Burnap could give Mr. Bell that 
information. I do not know whether he could give it to-day. How long would 
it take, Mr. Burnap? 
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Mr. Burnap: If will try to have it to-morrow. | 

Mr. Bretu: Like Mr. Hanson, I am interested in the question of bonusing 
export grain from the west, and having it go by an all Canadian route as far as 
possible so that the benefit will accrue to Canadian railway and steamship 
companies. 

Sir Henry Tuornvton: I think I have stated your question correctly. You 
have a note of that, Mr. Burnap, and you will get in touch with Mr. Fairweather 
and have that information for Mr. Bell as soon as you can? 


Mr. Burnap: Yes. 


Mr. Hanson: According to your statement the rate from the head of the 
Lakes to New York is five cents a bushel? 

Mr. Burnap: I think so. If it is not so I will correct it. 

Mr. Hears: Have we information showing how much American grain goes 
through Canadian ports? 

Sir Henry THornton: It is in the grain statistics of Canada. The Bureau. 
of Statistics have all that. 

Mr. Hanson: I had in mind going back to the question of increased railway 
revenue. It is a very startling figure Sir Henry. We all agree on: that. $46,- 
000,000 in a twelve months period is a large figure, and it is not confined to any 
one class of service. The principal item is freight, 18%, but it covers the whole 
range of railway activities and of production in Canada. What are you going 
to do about it? é 

Sir Henry THorntTon: Well, I think I said at the first meeting of this 
committee that the accuracy of a prophecy varied inversely with the experience 
and the importance of the prophet. Now, in the first place the question is, is 
the present depression indicative of a permanent condition or. is it transitory? 
We have had such conditions—probably not to such a degree -before—but we 
have had such conditions. When you asked what are we going to do about it, 

I think your question involves first an examination of what caused the condition, - 
because before you can prescribe the medicine you have to know what kind of 
disease is being treated, otherwise the remedy might be the wrong one. I might 
venture this opinion with respect to the general question, although it looks like 
going a little far afield, and that is this: I think the only fair principle to apply 
to-day is that the great economic, social and _ political changes which have 
happened in the past, particularly the economic changes, have been spread over 
a period of some two to four hundred years. Take the discovery of steam as 
a form of energy. Formerly the principal form of energy was manual power— 
the backs of men, and relatively crude water power appliances; but the moment 
steam was discovered as a form of energy the frontiers of industry instantly 
expanded indefinitely, the potentiality of industry expanded prodigiously, and 
we immediately entered a mechanical era. The application of electricity in all 
its forms to-day is the child of steam, because without the steam engine there 
could have been no dynamo, and the development of steam carried in its train 
electrical application and the internal combustion engines and all of the extra- 
ordinary mechanical development that has taken place progressively in the last 
one hundred and fifty years. Now, that era has more than covered the life of 
any single industrialist or of any single generation, which is to say that each ~ 
successive. generation, and the world as a whole, had time to adjust itself to — 
those constant progressive movements. It was an evolution. But since the war 
our economic political and social changes have taken place with appalling 
rapidity. More has happened since the war to the world as a whole socially, =m 
politically and economically than ever happened to the world in any previous — 
one hundred or two hundred vears; and the simple fact is that we to-day are 
unable to move fast enough to adjust ourselves to those rapidly changing con-— 
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ditions. If we are going to solve these problems we have got to talk less and 
reach our conclusions quicker and act with greater rapidity. In other words, 
we have a runaway on our hands; and IJ think, no matter how academic it may 
sound, that that is largely responsible for our economic trouble. We are just 
not keyed up mentally to move fast enough to meet these changes which are 
happening all over the world, politically, economically and socially, with great 
rapidity. Now, you asked me what we are going to do about it. Well, as I say, 
much depends upon whether we are now confronted with a permanent or semi- 
permanent condition, or whether we are not, and ] frankly admit I do not know 
-and I haven’t found anybody that does know. If anyone can answer that 
question which you have proposed, and which I admit is a serious question and 
certainly one that should engage the attention of all thoughtful people, he will 
probably be conferring the greatest benefit upon mankind that all history can 
reveal. . 


Mr. Hanson: In other words there has got to be a readjustment. 
Sir Henry THornton: Unquestionably. 
Mr. Hanson: And all along the line; all over the whole outlook. 


Sir Henry THornton: It makes no difference Mr. Hanson, whether you look 
at 1t from a political, social or economical point of view, it looks to me as if we 
had approached a period which demanded a readjustment or a re-vamping of a 
good many of our policies and ideas. 


Mr. Hanson: Take the question of rates. Heretofore, under the Railway 
Act—I am not speaking of Parliamentary rates at all because they are dictated 
by political considerations as I understand according to my knowledge of the 
situation—but take the question of rates. Let me give you an illustration of 
what you are up against in express rates.. The express rate on a crate of oranges 
from St. John to Fredericton is eighty cents. That involves three or four 
different handlings—perhaps two on your line and three on the C.P.R. branch 
line. The truck is calling at the wholesale warehouse for that crate of oranges 
and the driver of that truck is putting those oranges into my house for thirty- 
five cents with the result that that situation brings about a decrease in revenue 
in expresses. What are you going to do to meet that situation? It is a fair 
question, I think. 


Sir Henry Tuornton: Yes, it is a fair question; and we are doing this: 
in the first place we are considering, in connection with the Canadian Pacific 
railway, although we have our own views on that subject— 


Mr, Hanson: I do not want you to give away anything that is not settled 
or that will expose your hand. I would not put you in that position; but with 
that limitation can you answer my question? | 


Sir Henry THornton: I will not give away the show. I want to tell you 
quite frankly what we are trying to do because I would like to have your 
reaction and the reaction of this committee. We run a certain number of 
passenger trains, and we are obliged to do so to-day in order to preserve the 
continuity of service—service to the different communities. These passenger 
trains have got to be run, and to-day they are running light. Now, we have 
under consideration filling those trains up with package freight at freight rates, 
L.C.L. rates. The trains have got to be run, the expense is there, let us fill the 
trains up and see if we cannot make some money. 


Mr. Hanson: In other words you propose to meet that particular com- 
petition that way? 

Sir Henry THornton: We have under consideration a plan to try to meet 
that situation in that fashion. When you come to the general— 
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Mr. Geary: That is a reversal of all your former policies? 
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Sir Henry THornton: That is what I say. You have to move fast in 
these days. We are confronted with an entirely new situation, and we have 
to apply new remedies. You cannot be bound by old precedents which may have 
been perfectly correct ten years ago, and which will not work to-day. 

Mr. Geary: Does it follow from that that you are abandoning the principle 
that you have to move express at a higher rate than freight? 

Sir Henry THornton: No, I would not go that far. I am trying to answer 
frankly Mr. Hanson’s question as to what they are doing. Now, I come to the 
general question of highway competition. The only way to meet it is to com- , 
pete with it. There is no good trying to compete with the highway unless an 
analogous service is furnished because you do not get anywhere. . 

Mr. Hanson: May I interject there; as a corollary to that proposition 
should there not be public regulation of other common carriers as well? 

Sir Henry Tuorntron: Mr. Hanson, I will not repeat my statement, but 
at the first meeting of this committee I ventured to express what I think ought 
to be done in the way of regulations. 


Mr. Hanson: They ought to be regulated. 


Sir Henry THorntron: There is no question about that; but after that 
there is still the competitive feature. Now, unless we furnish a service which 
is equally attractive to the highway service, we are not going to get the business. 
So, we have had a committee at work for some little time to see if we could not 
have some system of containers, collections and delivery to implement the trains 
which have to run, in order to work out some scheme which will put us on a 
parity with the highways when it comes to the question of competition. Now, a 
that is as near as I can come to an answer to your question. 3 

Mr. Hanson: That is a logical answer. I am glad the subject is engaging : 
the attention of the management. ; 


Mr. Heaps: May I ask Sir Henry if he is in a position to state how reduced 
week-end fares have affected passenger traffic? . 


Sir Henry THornton: I do not know offhand. : 
Mr. Burnav: We cannot determine definitely just what the result has 2 
been. : a 
Mr. Hanson: What has been the reduction? I understand it is small. ed 
M. Burnap: It is one and a quarter per cent on the round trip, one and a — 4 


quarter times—a fare and a quarter instead of a fare and two-thirds. 


Sir HENRY N : It compares numerically as and a ha oY: 
Sir Henry THorNTOoN: It compa erically one and a half compares 
with two. 


Mr. Hears: Has there been any increase in traffic as a result of that reduc- 
ton? 

Sir Henry Tuornron: Mr. Burnap, Mr. Heaps asks if there has been any 
particular increase in traffic. 

Mr. Burnap: We think it has excited some increase, but right now with the 
use of private automobiles at this particular season of the year it is difficult to 
determine to what extent we have succeeded in getting that business. 

Sir Henry THornton: How Jong have you had the reduced fare in opera- 
tion? 

Mr. Burnap: From the first of May. 


Mr. McGigson: I am not speaking of passenger traffic between Ottawa and 
Montreal. Is not one of the difficulties the slowness of the trains. You can take 
an automobile from my part of the country and can go a distance in two anda 
half hours that it would take four and a half hours to go on a train. 
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Sir Henry THorNTON: There is no doubt the automobile on the highway 
is a serious competitive factor with the railway. We run usually a local train 
and they have to stop at every station which means more time is taken by rail 
necessarily than in an automobile where the person goes straight through to his 
own door. 
_ Mr. McGisson: Would it not help traffic if those trains were speeded up a 
little. 

_ Sir Henry THornton: The only way to do that would be to put on an 
entire new train and put on a local staff. The real interference with fast move- 
ment is the local stations at which you have to stop. For instance, one of the 
features that help for speed on the train between Montreal and Toronto is the 
fact that they make only two or three stops. 


Mr. McGisson: We do not expect trains like that but it seems to me they 


are terribly slow. 


Mr. Hanson: I have had my own trouble in that regard—people want 
faster trains and more stops, stops for every two or three miles, and I do not 
see how you can have the two together. However, they have not got much 
encouragement from me in that regard. 


Sir Henry THornton: I think the best way to treat that question would 
be to take the fast train between Toronto and Montreal, because the Chicago 
train is really the outgrowth of that. The fast trains we run from Toronto to 
Montreal is a factor in a financial way yielding a half million a year. I do not 
think there is any train, probably not on the American continent that earns 
more per mile, and they are far more profitable than any trains we run. 


An Hon. Member: What has been the effect on other trains. 


Sir Henry THornton: It does not materially affect the other trains—we 
simply collect additional business. 


An Hon. Memper: Do you take into consideration the higher state of 
efficiency in which the road is kept to run those fast trains. 


Sir Henry TuHornton: The condition of the road bed is not affected by 
those fast trains—we would have to maintain the standard of efficiency. The 
real factor in those trains is not so much the average speed as the elimination of 
stops. The train that makes every stop and runs like a scared rabbit between 
the stations, is the one that might affect the road bed, but as to the efficiency 
of the road bed for passenger trains, we would have to do that in any case. 


Mr. Hanson: As to passenger revenue, we discussed it last year and you 
stated the loss in passenger service last year was $12,000,000—I would like to 


~ know what it is this year. 


Sir Henry THORNTON: We will have that for you to-morrow. 


The Committee adjourned until Thursday, June 11, at 11 o’clock. 
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MINUTES OF PROCEEDINGS 


TuHurspay, June 11, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m., Hon, Mr, Chaplin, the Chair- 
man, presided. 


Members present: Messrs Bothwell, Cantley, Chaplin, Duff, Euler, Fiset 
(Sir Eugene), Fraser (Cariboo), Gobeil, Gray, Hanbury, Hanson (York-Sun- 
bury), Heaps, Kennedy (Peace River), McGibbon, Power, Rogers, Stewart 
(Lethbridge). 

Sir Henry Thornton submitted answers to questions previously asked 
respecting, — 

(1) Quantity of Canadian Grain shipped via Buffalo for export through 

American ports in 1930; 

(2) Rates on grain from the head of the Lakes to Montreal via water, via 

rail, via water-and-rail; 

(3) Rates on grain from Montreal and New York to Liverpool by (a) 

tramp, (b) liner; 
~ (4) Rate, Buffalo to New York, via barge service; 
(5) Operating ratio of Eastern Lines, Central Region, and Western Region 
for years 1928, 1929, 1930; 


(6) Production and cost of production, 1926 to 1930, Rail and River Coal 
Corporation; and 


(7) Rail and River Coal Company wage scale, February 1, 1931; 
(8)~Comparison of wages in coal fields in Canada. 


Arising out of the answer to question (6), a discussion ensued regarding 
the price of coal. : 


The amount of capital invested in the Canadian National Railways and 
the prospect of securing a fair return on that amount was debated at length. 


The Committee resumed consideration at page 5 of an “ Analysis of 1930 
Results of Operation as Compared with 1929.” 


The Committee adjourned until Tuesday, June 16, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 231, 
THurspay, June 11, 1931. 


The Select Standing Committee on Railways and Shipping met at 11 a.m., 
Hon. J. D. Chaplin, Chairman, presiding. 


The CHAtrMAN: I was waiting for a few moments for the minister, but we 
can go ahead where we left off yesterday. The Minister will be here later. 

Sir Henry THornton: I think, Mr. Chairman, there was some questions 
asked yesterday and I should like to answer them. 

The Cuatrman: The questions that were asked by members are here, and 
I may say that I have eliminated some myself, and the others I have passed over 
to the railway officials. They will not be answered until the Minister returns, 
in accordance with the understanding arrived at the other day. 

Sir Henry THornNtToN: There were certain questioned asked, I believe, by 
the committee yesterday to which perhaps you might give the answers. 

The CHAIRMAN: I think so. 

Sir Henry THorNToN: One of the questions asked was in regard to the 
amount of Canadian grain shipped via Buffalo. Perhaps I had better read it, 
because you may want to make some comment upon it. This was the question, 
what was the quantity of Canadian grain shipped via Buffalo for export through 
American ports in 1930? The answer is, Canadian grain via Buffalo, 92,479,728 
bushels. Of that amount— 

Mr. Hanson: Ninety-two millions? 

Sir Henry THornToN: 92,479,728 bushels. Of that amount there was re- 
shipped to Montreal, 20,201,998 bushels, leaving a balance of the grain which 
went to Buffalo, which was exported via United States ports, or used for milling 
in bond to the United States, 72,277,730 bushels. As.a matter of information 
for comparative purposes, the total Canadian grain exports in 1930 amounted 


to 216,670,052 bushels. - 


Mr. Hanson: About one-third went out by American ports? 
Sir Henry TuHornton: Yes, that is right. 

Mr. Hears: In bond, milled in the States? 

Mr. Hanson: Milled for export. 


Sir Henry THornton: I said in round figures, 72 million bushels of Cana- 
dian grain remained in Buffalo. Now, we do not know what percentage of that 


_ was turned into flour, or what percentage of it went to New York or some other 


port for shipment. All we know is that 72 millions of bushels of Canadian grain 
found its way to Buffalo and stayed there, or stayed in the United States; 
either stayed there or was exported. We have no way of determining what 
proportion of it was milled in the United States, and what proportion was shipped 


_ from the United States. 


Mr. Hanson: I suppose, in any event, if they milled it, and retained it, 
they would have to pay a duty. 

Sir Henry THornton: If it was milled in transit and exported it would not 
pay a duty, that is right. Mr. Fairweather may be able to answer that question. 
Mr. Hanson: It is answered well enough. 
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Mr. FarRwEATHER: I was just simply going to remark that the Dominion 
Bureau of Statistics publishes a very thorough set of statistics on the moving 
of Canadian grain. Really, all the information is in there, particularly in the 
form of charts. For instance, here is the movement of Canadian grain— 


Sir Henry THorntTon: Can we get the information that Mr. Hanson 
refers to? 


Mr. FArRWEATHER: Yes. 

Sir Henry THornton: We can get that for you. 

Mr. Hanson: I am not asking for it, I know it now. 

Mr. Hanpury: You gave a total of 216,000,000 bushels, approximately, ex- 
ported, of which 72,000,000 went through United States ports, leaving a balance 
of 144,000,000. Do you know what proportion of that went through Pacific 
ports? 

Sir Henry THorNnToN: Yes, we can get that, but maybe not right off the 
bat, but it can be obtained; it is quite simple. While Mr. Fairweather is looking 
that up, perhaps I can go on. 

The CHarrMAN: Gentlemen, I would say that questions of this nature that 
any member can get himself, should not be taken up here, as it takes up too 
much time of this committee. 

Mr. Hanson: The only point is, we get it on the record. 

Mr. CHAIRMAN: I may be wrong in that respect. 

Mr. Hanson: It may be of some value. 


Sir Henry THornton: Another question that was asked—by the way, I 
will hand those printed replies in so they can be included in the record, I am 
just mentioning them verbally now—the next question was, what are the rates 
on grain from the head of the lakes to Montreal, first via water, secondly via 
rail, and thirdly via water and rail. The answer to that question is this: via 
water, seven cents per bushel; via rail (for export), 344 cents per bushel; via 
rail and water (1) via Northern Navigation Company, bagged wheat, 25 cents 
per 100 pounds, (2) via water and rail (head of the lakes to bay ports, thence 
rail) head of the lakes to bay ports, 24 cents per bushel; bay ports to Montreal, 
8:6 cents per bushel, making a total of 11-1 cents per bushel. 


The next question that was asked was this, what are the rates on grain 
from Montreal and New York to Liverpool, first by tramp steamer, and 
secondly, by liner. There are no quotations available as to tramp cargoes at 
the present time moving to Liverpool. The rate by liner, that is, by established 
schedule service, is 4-56 to 5:33 cents per bushel. That is the rate per bushel 
from New York to Liverpool by liner service, and that is about all the informa- 
tion that we can get on that subject. 


Secondly, the question was asked, what was the rate by barge line from 
Buffalo to New York; that is, by barge service from Buffalo to New York by 
the Erie canal, and the rate is from 3 to 34 cents per bushel. 


Mr. BorHwe.tu: You gave the rate from New York to Liverpool; have you 
the rate from Montreal or any Canadian port? ! 


Sir Henry THornton: Well, yes, I gave you that. The rate from Montreal 
to Liverpool by what we call liners, established service, is from 4:56 to 5:33 
cents per bushel. Now, from New York to Liverpool, it is approximately 5:33 
cents per bushel; in other words, pretty much the same. Now, can you answer 
that question that wassasked a while ago, Mr. Fairweather? 


Mr. FarrweatHer: The grain exports through Vancouver in the crop year 
1928-29 amounted to 96,138,218 bushels. 


Sir Henry THornton: He would like to know in respect to 1930. 
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Mr. Hansury: 1930. 
~ ‘Mr. FarrweATuer: These statistics are all in crop years. 
Mr. Fraser: You havenot got the amount for the last crop year? 

Mr. FarrwEATHeER: This is for the last available year. 

- Sir Henry Tuornton: I think, if you would like the information, we can 
probably get it. We can dig it out for you, if you would like to have it. In 
other words, what Mr. Hanbury would like to know is, how much Canadian 
grain was shipped from the port of Vancouver. 

Mr. Hansury: Yes. 

Mr. Hanson: I think the total export was 216,000,000 bushels. 

Mr. Hears: I would like to ask Sir Henry the proportion of American grain 
that went through Canadian ports. 

Sir Henry THornton: Yes, we can give you that in just a moment. 

Mr. FarrwnatHEer: The number of bushels of United States grain moving 
through Canadian ports in the crop year 1928-29 were 83,512,520. 

Mr. Hanson: Eighty-three millions? : 

Mr. FAIRWEATHER: 83,012,520. 

Mr. Heaps: For the same year corresponding with the 72 millions? 

Mr. FarRwEATHER: Well, this is the crop year 1928-29. 

Sir Henry Tuornton: What is this. How does it compare with this? 

Mr. Farrweatuer: That, sir, is the calendar year 1930. 

_ Sir Henry Tuornton: What Mr. Heaps evidently wants to know is this; 
what kind of balance is struck,— | 

Mr. Heaps: Correct. 

Sir Henry THornton: ——between Canadian grain that moves for export 
through American ports, and American grain that moves for export through 
Canadian ports. Just speaking offhand—I should lke Mr. Fairweather or Mr. 
Burnap to correct me if I am wrong—lI think the balance is generally somewhat 
in favour of the Canadian ports, is it not? 

Mr. Burnap: I think you are right, Sir Henry. I hope to have the actual 
figures— 

Sir Henry TuHornton: When can you get them? 

Mr. Burnap: The secretary is on the ’phone now. 

Sir Henry Tuornton: We may have the figures to-morrow morning. I 
think from general knowledge of the situation as far as the balance is concerned, 
there is rather more of American grain which finds its way to export through 
Canadian ports than Canadian grain that finds its way through American ports. 
Now, that is just a general statement. 

Mr. Hanson: Just in that connection, do the Canadian railways get any 
benefit from the American grain, or is it all water haul? 

Sir Henry THornton: Of course, here you have 92,000,000 bushels of 
Canadian grain that moves to Buffalo. We get our portion of the movement of 
that grain to the head of the lakes, but I should say without any doubt practic- 
ally all of that, in fact, every bushel is moved by water from the head of the 
lakes to Buffalo, and probably pretty nearly all of it, which was consigned to 
Montreal, also moved by water; so that out of the total of 92,000,000 bushels, 
the railways profit only by the rail movement to the head of the lakes. 

Mr. Hanson: I am speaking of the American grain that went out through 
Montreal, did the Canadian railways get any haul on that at all at any point? 
I do not think they did. 
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Mr. FarrweaTHeR: Speaking with regard again to the crop year 1928-29, 
which is the only year for which I have the available statistics, there were 
19,767,000 bushels of grain handled by rail from Georgian Bay ports to Mont- 
real, and there were 16,000,000 bushels—half of that may be included in the 
other—that went through to Saint John. 

Sir Henry THornton: What Mr. Hanson wants to know is this: He says 
a certain amount of American grain moved through Canadian ports. Now, how 
much of that grain was moved by Canadian railways, or in what way, if at all, 
did the Canadian railways profit by that movement. That is the question in a 
nut-shell, as I understand it. pes 

Mr. Hanson: Yes. 

Sir Henry THornton: Can anybody answer that? 

Mr. Burnap: I would not attempt to give you the exact figures, sir. 

Sir Henry THorNTON: Can we get them? 

Mr. Burnap: A considerable proportion. 

Sir Henry THornton: Can we get it? 

Mr. Burnap: We certainly can. 


Mr. Hanson: I would not have supposed you got anything out of it; I am 
very glad to hear you got something. The movement by water from Buffalo 
to Montreal, how does it get to Buffalo? 

Sir Henry THornton: It must have got to Buffalo presumably by water. 

Mr. Gray: We got some of it. 


Sir Henry THornNtTon: A good part you must remember, was moved from 
Chicago, and by water to Georgian Bay ports. We would get it by rail from here. 


Mr. Hanson: You may do that. 


Sir Henry THorNTOoN: Those are all the questions. No, there are some other 
questions. 

Mr. Kennedy asked about the operating ratio of the three regions of the 
Canadian National Railway for the last three years, and I have them here. I 
will just give the result to you in a general way. On the eastern lines, the operat- 
ing ratio varied from 110 per cent to 115 per cent; the central regions operating 
ratio varied from 78 per cent to 85 per cent. In other words, the most favour- 
able year was the year 1928 when there was the largest volume of traffic. The 
western region’s operating ratio varied from 83 per cent to 93 per cent. In 
each one of these instances, the most favourable operating result was in the 
year 1928. The eastern lines had their lowest operating ratio in 1929. 

There is another question, and I have forgotten who asked it, but I think 
it was Mr. Heaps. The question was in regard to a statement of the production, 
and the cost of production of the cost of the coal raised by the Rail and River 
Coal Corporation, and I will just hand it in. 


Mr. Heaps: Mr. Smith asked for that. 

Sir Henry THornton: It will go on the record, Mr. Smith, I shall read ite 
if you like. I shall give it to you in round figures. The production from 1926 to 
1930, four years, was 4,515,509 tons; the production costs, including idle time, 
was $7,454,250.37, and the average cost per ton was $1.65. During this period 
the mines were closed for a total of 25 months, or substantially two years. I 
think Mr. Smith asked about the wage scale, or Mr. Heaps asked that question. 

Mr. Hears: Yes. 


Sir Henry Tuornton: I have here a statement, which is rather long, and I do 
not think you will want me to read it. It gives me the information asked for, and 
it also gives a comparison of wages paid in Canadian mines, Well, we have no 
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: statement. 
~~ The CHatrman: Is it your pleasure to place this on the record? 
Some Hon. Members: Yes. 


RAIL AND RIVER COAL COMPANY 
Waer SCALE, IN Errecr Frpruary 1, 1931 


1. Inside Day Labour— 


Pe ee en AR eee $ 
LOE ard Geen nc hitind” A ie Aen! oe a Lie I ae a a eS 
BoleOleCageras, Ss gps tere ot hk 
Track layers . ai 
2% Timbermen .. 


Snappers, on crab gathering locomotives As 
Trip riders, on haulage locomotives .. 
Water haulers .. 
Machine haulers . : 
Track layers, helpers .. 
Timbermen, helpers .. 
=~ ; Bratticemen ». 
et Prappera=".2 7. 3 ng 
Couplers and ereasers ene 
Other inside day la bons is 
Machine cutting,_by the day .. 


5 2. Outside Day Labour— 
: Per RE LACK EU AS (ie keene acm or a eee a vas ye rmag eA Oe 
Second blacksmith .. ; hn ae ba ke car ea ae ON 
Blacksmith, helpers .. 
Mine carpenters .. 
Dumpers . : 
Trimmers on railroad cars” 
Slate pickers on table or cars 
Couplers and greasers, boys .. . ‘ 
All other outside day Jabour, except boys. ps 


3. Machine Scale—Chain Machines— 


Cutting im rooms, any type breast machine, per ton .. 
‘Cutting in rooms, any type shortwall machine, per ton 
Cutting in rooms, any type are wall machine, per ton 
Cutting entries, breakthroughs between entries, breakthroughs 
between rooms and tur ning rooms: 
w 8 in. wide, per ton .09 and extra per yard 
10 in. wide, per ton 09 and extra per yard 
12 in. wide, per ton .09 and extra per yard eer xe 
Hand drilling; shooting and loading in rooms, per ton. 
Hand drilling; shooting and loading in entries break- 


| 
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a throughs between entries and turning rooms— 
ee 8 in. wide, per ton .45 and extra per yard . 
no : 10 in. wide, per ton .45 and extra per yard 
oe 12 in. wide, per ton .45 and extra per yard 


4, ies Measurement— 


To be paid for 
When thickness per yd. running 24 in. 18 in. 15: 1m: Tiny 
of stone is with the place Wide Wide Wide Wide 
13 inches 1 inch .06 -05 .05 04 
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8 in. 
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- endeavoured from public statistics and from other sources, to secure that inform- 
ation, and we do give you a comparison of the wages paid in the various coal 
fields of Canada, but I should like you to understand it only represents the best 
~ information we would obtain from an examination of public records. It is rather 

a long statement, and I think you probably want me to go on with the other 
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QUESTION BY Mr. Hmaps: ; 
Comparison of wages paid in various coal fields in Canada, by classes? 


Answer: 
Nova Scotia Alberta Vancouver Island 
Contract miners 2.6: foe eee $6 69 g TIS $6 71 
Hand: ininer sek eee 415 5 20-—5 57 4 52 
Hoisting engineers 4 25 5 65—6 20 5 39 
Drivers .. Rea Sea. 3 60 4 85—5 25 4 13 
Bratticemen, Wo ae She 5 20—5 57 4 35 
Pumpmen .. dD edeetanis at epee te 3.93 4.40—4 95 3 96 
Labourers, underground .. 3 45 4 40—4 67 3 97 
Labourers, surface . 3 40 4 15—4 4] 3 76 
Machinists . 4 15 4 85-5 77 5 40 
Carpenters . 3 88 5 45—-5 77 4 83 
Blacksmiths . 4 05 5 45-5 77 Duy ts 
Machine miners . BF 5 85—7 00 4 81 


Note.—Above figures from Department of Labour Report No. 14 “Wages and Hours of 
Labour in Canada”. ; 

Sin Henry THornron: That, Mr. Chairman, completes the list of ques- 
tions which have been asked with respect to which we have available informa- 
tion. % 

Mr. Durr: With regard to this coal question, I think Sir Henry told us 
yesterday that-some 1,600,000 tons of coal were raised from this mine in Ohio. 
What proportion of that one million, six hundred thousand tons was used by the 
Canadian National Railways? 

Sir Henry THornton: I can give you that in a moment. The total amount 
of coal raised, was 1,800,000 tons. Of that amount 1,600,000 was used for own 
own purposes. | 

Mr. Durr: How much? 


Sir Henry THornton: 1,600,000 tons, leaving 200,000 tons. These 200,000 
tons were sold to consumers there. 

Mr. Durr: That is, 200,000 tons were sold to private consumers? Can you 
give us any information as to whether or not you made a profit? You said it 
cost $1.26 or $1.10 to raise and it was sold for what? 

Str Henry THornton: We sold it at $1.50 per ton. 

Me. Durr: It was sold at a profit? 

Sir Henry THornton: Yes. 

Mr. Durr: Now, Sir Henry, some mention was made of the fact that if a 
fair price was obtained for this mine, the Canadian National Railways might 
consider selling it? 

Sir Henry THornton: I would so recommend to the proprietor. 

Mr. Durr: Well, if this mine was sold, the Canadian National Railways 
would have to buy 1,600,000 tons of coal outside. How much would you have ,to 
pay for 1,600,000 tons? 

Str Henry THornton: That question cannot be answered shortly. I might 
explain to you that one of the reasons which prompted the Grand Trunk Rail- 
way company to acquire this mine, at the time of its acquisition, which was 


somewhere around 1908 or 1910, was that there was a combination of coal — 


mining interests in the United States, and the tendency of that combine was to 
maintain high prices for coal. The Grand Trunk Railway, to protect them- 
selves against that situation, decided that it should acquire its own coal mine 
properties. That was the situation at that time, and that was the reason. Now, 
to-day, the situation is quite different, and as far as I can see, it is likely to re- 
main so, for some time. And the prices of coal in the United States can only be 


described as chaotic. We are buying coal as what seems to be an unremunera- 


tive price to the producer. 
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Mr. Durr: What.is that? 

Sir Henry Tuornton: Having revard to that situation— 

- Mr. Durr: What is that price? 

Sir Henry Tuornton (to Mr. Vaughan): Can you say roughly? 
Mr. VAuGHAN: We can buy coal all the way from ninety cents up. 


ay 


— . Maz. Durr: Up to what? 

ae Mr. VaucHAn: Up to $1.25, $1. 50. It depends entirely from what district 

the coal comes. Of course, our cost is based upon freight rates to our line. Some 

lines have a lower freight rate, and some a higher freight rate. The coal produced 
by the Rail and River Company takes a lower rate. 


< Mr. Durr: It is on that the prices are based. 
Sir Henry THORNTON: Yes. 
4 Mr. Durr: What I am getting at, Mr. Chairman, is this, whether it is good 


business or not, if this is a valuable coal mine, and the railway can save money 
_ by using 1,600 000 tons te coal a year from their own mine, why consider sell- 
mois it? 

Str Henry THornton: The answer to that is this: as far as our judment 
leads us to believe, the situation to-day and as far as we can see in the future, 
is not likely to be the situation which existed at the time the Grand Trunk ac- 

quired the mine. In other words, the coal situation has changed, and we believe, 

as far as our judgment dictates, that we can to-day afford to sell that property 

- providing we can get our money out of it. I cannot recommend giving it away, 

nor can I recommend selling it at an amount materially less than that which 

represents the investment in the property. But again in turn, due to the condi- 

tion of the coal market in the United States, it is almost impossible to sell any 
-_ mine at any price. 

Mr. Hanson: You are quite right. 

Mr. Durr: What I am trying to get at is this: 1f you sold this mine at a 
fair price, for business reasons, you would have to use most of this 1,600,000 
tons, you would have to buy most of this 1,600,000 tons from other United States 
mines. 

Smirk Henry THornton: That is true. Our judgment is that the situation is 
such we do not think we are going to suffer any. 

Mr. Durr: You are making a profit on what you sell outside. 

Sir Henry THORNTON: Yes. 

Mr. Durr: Thirty cents a ton? | 

Sir Henry THornton: Yes, and don’t forget, of course, the sentimental 
reasons which intervene, and must necessarily intervene with respect to state- 

- owned property, more so than with a privately owned property. We have been 
- criticized for owning and operating a mine in the United States, and there may 
be some sentimental reason for that criticism. My only answer is that we have 
A got the mine, and we must make the best we can of it. And if we can rid of it 
at a justifiable price, at a price which will conserve the interests of the property, 
I think we should do so. 

‘ _ Mr. Durr: Because you have been criticized is not a good reason why you 

should sell the mine. 


a 

_ Sir Henry THornton: I do not say that, Mr. Duff. No amount of criticism 
i eybuld force the administration of this railway to do a thing which they did not 
honestly believe was to the best interests of Canada, but at the same time, we 
et must listen to the zephyrs which blow. 

* 
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Mr. Evuer: -Is it more advantageous to keep the mine and raise the coal 
or to sell the mine and buy coal from other mines? 
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Sir Henry THornton: Mr. Euler, under present conditions, our judgement 
is, 1f we can get the money out of that property that has been invested in it, it 


would be better for us to sell the mine, but those were not the conditions which 


existed at the time the mine was bought, which was in 1910 or thereabouts. 

Mr. Euuer: I suppose a little later on you may get more money for the 
mine? . 

Sir Henry THorNTON: Well, I do not see how we can get any less for it. 

Mr. VAUGHAN: We have one of the best areas in the district. 

Mr. Heaps: Is it not true if you buy coal you might be able to obtain some 
traffic that you are not getting now, by virtue of the purchasing of the coal? 

Sir Henry THorntTon: That is obviously a horse-trading proposition, and 
it is pretty difficult to answer.. There is the opportunity for a little poker there; 
that is quite true. 

Mr. Cantiey: My objection to the whole thing is this: why should we 
have to spend between three and four hundred thousand dollars in that pro- 
perty when, as a matter of fact, you could have bought coal any time since that 
in the open market for less money than you can produce it. 

Sir Henry THORNTON: Well, the only answer I can make to that, Colonel, 
is this; that we had the property which represented a considerable investment, 
and we felt that in the interests of the proprietor, wo ought to conserve the 
investment, having due regard to reason and the costs to the Canadian 
purchaser. : 

Mr. CantiEy: You have to spend between three and four hundred thousand 
dollars on the property. 

Sir Henry THornton: Was your question based upon this: that since 
1922 we have included three hundred thousand in that property. 

Mr. Cantey: Yes. You say you would be able to acquire that much? 

Sir Henry THornton: I do not know off-hand. 

Mr. Vauauan: We have to keep our mine modernized, the same as any 
other mine, putting new screens and so forth. . 

Sir Henry THornton: The answer to your question is this. We have to 
maintain the property, the same as any other manufacturing property has to 
be maintained, and this amount comes in the maintenance costs, Colonel. 

Mr. Hears: You could have bought this coal cheaper in the open market 
than what you are producing it at the present time? 

Sir Henry THornton: I do not know. 

Mr. Huaps: That is the inference I am getting. 

Mr. VaucHaN: We have gone into that pretty carefully, and if we shut 
down our mine, the cost of shutting the mine down would amount to considerably 
more than any additional price we pay for the coal to-day. 

Sir’ Henry TuHornton: I think the whole meat of the argument is this, 
that we have the property, which is a certain investment, and we have to try 
to conserve that investment. : 

Mr. McGisson: What is the average price you pay for the coal you buy 
in the United States? 

Mr. VauGHAN: Last year nearly all the coal we bought came from our own 
mine, and the average cost was $1.26, our average cost at the Rail and River 
Coal mine last month was $1.07 to the railway, indicating that the cost was 
going down. The cost is also going down, I understand, this year. - 

Mr. Durr: Down to $1.10. 
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pe Henry ees But Mr. Duff remember if you close that mine 


own a that mine you have got to ay 1,600 000 more ENS arele mines and [ 
say keep your mine. 
fe Sir Henry THORNTON: I may say in view of the price of coal mining pro- 
_perty at present, my judgment. is that under present conditions both as to 
cost of coal and with respect to coal mining property we ought to retain that 
- mine. As soon as we can get rid of it under terms and conditions reasonable, I 
think we ought to get rid of it. If anybody came to us and asked us:‘to buy coal 
-. mining property in the United States we would not look at it, but we have this, 
and we have got to take care of it. If the Grand Trunk Railway Company 
_had not owned the mine during the war it would have cost that company many 
millions more for coal and they could not have operated. Up to the war and 
since the end of the war certain conditions existed and you cannot apply the 
game rule prior to the war and during the war to the conditions as they obtain 
to-day. Mr. Fairweather will now continue, 


Mr. Hanson: Before he continues, just before closing vesterday I was 
asking a pretty bald question and you partly answered it—have you anything 
to add to your observation yesterday remedying conditions as far as the falling 

off in revenues is concerned. 


Sir Henry THornton: Of course that is a question that ought to be 
_ addressed to one of the prophets of Israel. Perhaps Sam Jacobs. 


Mr. Hanson: Perhaps it is hard to answer and should not be asked, but 
in view of the alarming condition, and if I can believe what I read in the paper 
yesterday, such as indicated that in the revenues for the first week of June 
there was a falling-off of 25 per cent, which is more alarming than in 1930. 


Sir Henry THornton: I share in your view but the problem is what are 
we going to do. 
Mr. Hanson: I want to know if you are still struggling with the question. 


Sir Henry THornton: The trouble is every banker and economist has a 
different remedy from a different point of view and probably no one has the 
right remedy and no one the wrong one, but this may interest you—here is a 
statement made by a well-known economist at a meeting of bankers in New 
York on November 4, 1921, and this is what he said, and it may throw hght on 
the situation. This economist quoted eight experts as follows:— 


“The farmer will not buy much from the proceeds of this harvest; and, with the price 
declines in process throughout the world, there would seem to be very little prospect of 
any extensive business revival in the near future.” 

“The general prospect is for slow and irregular business for ten years.” 

% “T expect to see a long and slow recovery to general level of sub-normal, slow business.” 
a “ Prices will advance a little from present levels and then fall once more. Recovery 
will be slow.” 

“Conditions abroad will continue to affect our business conditions here. It is a con- 
_ servative estimate to say that ten years must elapse before we can see genuinely prosperous 
business in this country.” 

__ “ Business will come back to fair, slow operations in three years.” 

“The period of readjustment will be long. It will take at least ten years.” 

— “We must expect a slow return to a basis on which business can be done at a profit 
in about three years.’ 
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That was the prediction made by several economists in 1921, and then the 
economist continued :— 
“These pessimistic forecasts were made on the 4th of November of the year 1921. At 


that time business was actually improving, although the experts did not know it. Within 
four months the gain was so marked that everybody could see it. Within sixteen months 
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business was so far above normal that experts became frightened again. To-day, the major 
economic factors are more favourable to a rapid recovery of business than they were in 
1921. It is my sober belief that just as the depressionists of 1921 were routed, so the depres- 
sionists of 1931 are in for a rude awakening.” 

That represents the opinion to-day of economists who refer to the situa- 
tion and draw an analogy with the situation in 1921. 

Mr. Cantley: You might as well go to a fortune-teller as go to those 
fellows. 

Mr. Gray: In 1921 he did not calculate the Liberal Government was coming 
into power. 

The Cuatrman: I hear it stated that one of the leaders of the Liberal party 
consulted a soothsayer in regard to the question. 

Sir Henry Tuornton: Your question is a pertinent one but I do not know 
what the answer is. There is no use getting ourselves into a mix-up in trying 
to seek an answer, but frankly I do not know. 


The Cuarrman: Mr. Nicholson is not a member of the committee but as 


he desires to ask some questions we will hear him. 

Mr. NicHotson: I just wanted to ask one or two questions. Is it fair to 
assume that the railway cannot be expected to earn a return on the capital 
valuation as set out on the balance sheet of approximately $2,530,000,000? Is 
it fair to assume that the railways cannot under norma] conditions be expected 
to earn a return on that sum of money? 


Sir Henry THornton: Do you want me to answer that? 


Mr. NicHouson: Yes. I am not asking it in a critical sense, but it is because 
I would like to get the views of the management with regard to what action 
Parliament should take to put the capitalization at a place where the railways 
can be expected to earn a return on the proper investment of property, and the 
question is based on the presumption that the capitalization set forth in the 
balance sheet, an accumulation of years, 1s not a reasonable capitalization. 


Sir Henry Tuornton: The answer to that question, I may say, must be 
somewhat prolonged but I will try to make it as short as possible. The answer 
to that question involves a brief statement with reference to the capital system 
of the Canadian National Railways. There is no doubt the capital structure 
of the Canadian National Railway system is that which no private corporation 
could or would regard as sound. That is largely the result of circumstances 
and the exigencies of the past. There is a certain amount of money in our 
capital which has no business to be there. For example, if I recall rightly—and 


I am just speaking from memory—on such a complicated subject it is not 


always easy to give absolutely correct figures. | 
For example, the Canadian. Government requires the capital stock of the 


old Mackenzie and Mann interest, which I think was called then the Canadian 


Northern System, for $10,000,006, and promptly wrote up the capital to $100,- 
000,000 and took it into the books at that figure. In other words, there id 
$90,000,000 pure water and it represents no tangible interest as far as the 
purchase price is concerned and ought to be eliminated. There are a certain 
number of items of that sort but that was the principal one. Then there is the 
question of— 

Mr. McGrszon: Did not the government assume obligations in addition to 
that. I remember they gave MacKenzie and Mann $10,000,000. Did they not 
assume certain obligations? 

Sir Henry THornton: They must have inferentially, if not directly assumed 
obligation for bonds and fixed charges, otherwise, the property would have 
gone into the hands of receivers which the government could not contemplate. 
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‘Mr. McGisson: The eovernment had advanced money. 
_ Sir Henry TuHornton: Oh, yes. 
Mr. McGrsson: Would not that be the reason of the writing up? 


Sir Henry THornton: I do not think so. As far as the country is con- 
cerned the fact remains. 


Mr. Nicuoutson: In considering the matter of capitalization I take it for 
eranted that the capital stock held by the dominion government, and I have 
only reference to the long term funded debt, the loan by the dominion govern- 
ment, $604,000,000. 

Sir Henry THorntTon: That is all relative and important, but if you will 
excuse me I will try to make a connected statement of the situation and it is 
-__very difficult to continue-a connected statement if questions are asked during 

the process of it. ‘Then there is the question, should deficits be capitalized or 

not? They represent money which the Dominion Government advanced to 
the Canadian National Railway, but. back of this stands no tangible property 

and there again is the question as to whether this should be capitalized. A 
, private company would say no. Sound financing necessitates that the funded 
debt should represent no more than the money that went into the property 
for construction purposes whether it be for the road-bed or equipment. 

‘There you have to decide to what extent and at what figure the total 
capitalization of the Canadian National Railway should be fixed and that 
problem has not been decided by any government since I have been in Canada. 
I certainly feel that the subject is one that merits investigation and study and 
we would be vastly better off, both the government, the railway and the people 
of Canada, if that question were judicially examined and some conclusion 
reached. Did you ask the broad question, can the Canadian National Railway 
be made to pay? 


Mr. NicuHotson: Not that. Making the railway pay, as I interpret it, 
would be to put the railway in a position to earn operating cost and return on 
reasonable capitalization, having regard to the value of property. 


Sir Henry Triornton: The answer to that is, given reasonable business 
conditions in. Canada, I say yes, and in support of that statement I say in 
1928 when prosperous conditions existed in Canada the railway earned not only 
fixed charges but $8,000,000 besides. 


Now if we could have done that with the capital structure we had, and 

I personally feel, and bankers generally feel, that it is an unsound financial 
structure. If we could do that in 1928 with the return of such times or a 
reasonable approximation of such times, not only could that be done but it 
could be done to a still greater extent because during this period of depression 

we, along with other enterprises, have learned a good many tricks in the way 

of economy and we have been able to materially improve our efficiency and 
adopt things in our system which might have been overlooked otherwise. That 
is the same with other corporations in view of the condition, but the plain, 
answer is this: Given that capital structure which any committee of sound 
financial men would recommend as fair and reasonable and given a reasonable 
return to prosperous times, the Canadian National system can earn its fixed 

~ charges and the interest on its funded debt. 

Now, if I undertook to say what a reasonable structure would be or what 

_ the deficits of prosperous times would be I would be talking until the adjourn- 


Oe a 


- Mr. Heaps: an you give the committee the approximate valuation of the 
"property to-day? 
Sir HENRY THorRNTON: I would not want to answer that. offhand. 
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Mr. Hanson: The fact of the matter is a set-up was to be considered last 
year by parliament. 

Sir Henry THornton: In the first place, about five years ago we tried to 
find out financially what we had and it took three years to find out what the 
situation was financially with respect to the Canadian National Railway system. 
Nobody has any conception of the involved and in many cases inaccurate 
condition of the books and accounts chiefly because in some cases the accounts 
were not available—previous proprietory companies did not have the informa- 
tion and we found out there were about 150 different mortgages on the property; 
they were all of different terms and different rates of interest and different 
periods of maturity. A mortgage would be first on the property for three or 
four hundred miles and become a second and third lien and some were ouar- 
anteed by the Federal Government and some by the provinces, and the task of 
- cataloguing all those securities and assessing their value was almost stupendous, 
and when we thought we had come to the end of the road some new mortgage 
would crawl out of the pile of wood that nobody had heard of before. So the 
task of finding out the exact financial structure was almost impossible because 
the proprietory owners had done some queer things with references to the 
finances, and those problems took nearly five years to go over and to find 
out what we had. 

At that time we did prepare a scheme which I and the financial officers of 
the company thought sound. It was submitted to three important bankers of 
international reputation and one Canadian banker and they agreed that if that 
structure could be brought into existence it would be an excellent thing for 
Canada as a whole; but, for one reason or another, the government of the day 
was unable and could not see its way clear to bring it before parliament, and 
at present the depressed state of business and the condition of the company’s 
earnings and the general uncertainty with reference to the future made it diffi- 
cult for any banker or committee of bankers or anybody else to say what should 
be done. 

Mr. Euter: The obligations of the system of course have to be paid, but 
in making a valuation of the road on which your capitalization should be based 
would you say anything more than the appraisal value of the whole system, 
whether any other factors than that should be added? 

Sir Henry Tuornton: I think the only sound principle to proceed upon 
is the funded debt of the system ought to represent the money that went into 
the property for construction purposes and is represented by tangible assets. 
How much stock we put out does not matter, but certainly no sound banker 
would say that the funded debt of any institution should be more than that 
which represents the tangible assets. 

Mr. McGrszon: As far as the country is concerned, they are not running 
these roads for to-morrow, but for a hundred and fifty years hence. After you 


take reasonable fixed capital structure, instead of wiping the rest of the capital 


away, would it not be better to leave it as common stock of the company? 

_ The CHarrMAN: Yes. You are entirely_right and that is my feeling about 
the whole thing—the funded debt is represented by assets and the money 
advanced by the government should be represented by stock which in, say, fifty 
years from to-day may be paying a dividend, and whatever reasonable stock you 
should issue against the Canadian ‘National Railway is likely to earn a profit 
and the country has a right to earn that money back, sometime in the future, 
if there is any way of doing it. , 


Mr. Evuuer: You get rid of this matter of figuring up interest and adding | 


it to your debt. 


Sir Henry THornTon: That is it. Let me give you this statement which 


may be of interest; every new country must have railways for developing pur- 
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poses and those railways have to be built in advance of settlement and develop- 
‘nient, and there is a certain period in which the railway securities will be in 
default until the country is settled and traffic appears. Of course, if you pro- 
ceed on any other theory, no railway will be built for development purposes in 
any country. What happened in the United States? After the civil war in 
the United States, west of the Mississippi large number of railways were built 
_ for development purposes and the plain fact is that since the civil war of the 
- United States investors of railways of that country west of the Mississippi have 
lost $3,250,000,000 in attrition of capital.. Some of the railways to-day that 
were regarded as prosperous and recognized as fairly sound investments have 
passed through sixteen different receiverships. The Santa Fe and Southern 
Pacific and other railways have passed through numerous receiverships, and 
every time some of the funded debt was cancelled and stock written down and 
capital lost. That happened in the United States, and whatever our situation 
in Canada, and however much Canada may be subject to criticism in its course 
in respect to transportation, it does not present anything like as bad a picture 
as the United States. When you build development railways in a new country 
you bet’on the future of the country, and we did that and are still betting on 
- the future, and it 1s a good bet, but don’t let us deceive ourselves that we can 
_ build and expect a railway to pay right from the start; it cannot be done. 

Mr. NicHotson: The best information I have been able to get is that Class 
I railways in the United States carry their capital valuation, amounts ranging 
from $90 to $125,000 of their main line and branch tracks, excluding terminals, 
passing tracks, etc., and that the capital valuation of the Canadian Pacific 
Railway excluding ocean and coastal steamships was $70,000 a mile. Would 
it therefore be fair to place the capital valuation of the Canadian National 
Railway at $60,000 per mile? I am assuming the general equipment valuation 
of the Canadian National is reasonable, and I am looking for information that 
the Parliament of Canada could use to put the Canadian National in a proper 
capital position. 

Sir Henry TuHornton: Just offhand and drawing on my own experience of 

thirty-five years, I think that is not an unreasonable amount—it might be a 
little on the high side but I do not know as I could argue with you about it. 
} Mr. NicHotson: To put the figure exactly, capital of $60,000 a mile, that 
is $10,000 a mile less than the C.P.R. and much less than United States railways, 
and that is understood because of the difference in density of traffic, but that 
would place the capital at approximately $1,400,000,000. 

Sir Henry THornton: That is about right. With a long term funded debt 
now $1,168,565,862.63 and with a capital stock all held by the Dominion gov- 
ernment, meant that it really did not matter whether the capital stock was $100,- 
000,000, $200,000,000 or any other figure. 

Mr. Evter: Would your $60,000 exclude the equipment? 

ie Sir Henry Tuornton: That includes the value of the property as a going 
concern. 

Mr. NicHoutson: Exactly. 
r Sir Henry THornton: I do not think you are far out of the way. If it 
came down to making a recommendation I would want to go over the figures 
‘a Lore carefully but just offhand I think you are close to it. 
a Mr. Durr: I think it is a little low. 
a Mr. NicHoLson: Just one more question and I am through, with regard to 
% the question of stock, The Canadian people already own the capital stock of 


aa. 


f Beitcrence to the Canadian people whether the capital stock is $100,000, or $200,- 
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000 or $300,000. When the time comes when the property can earn fixed charges 
on the capital and there is a distribution to be made— : 

Sir Henry TuHornton: If the government owns all the stock it makes no 
difference because the government gets all out of it whether or not the interest 
is paid. Dr. McGibbon referred to that a moment ago, and I say the funded 
debt should represent the money that went into the property as tangible assets, 
and the capital stock represents all the money the government put into the 
property on the theory that some day when the population is 30,000,000 or 
40,000,000 that stock will begin to pay a dividend and the people will be entitled 
to return on that. 

Mr. Evter: What is the use of setting a bad example and having the com- 
mon stock watered. 

Sir Henry THornton: If we make money after paying interest on fixed 
charges the country would get it anyway. It makes no difference whether the 
stock is 1 or 10,000,000 if the government gets all the dividend. But the whole 
point is this: in many enterprises the capital stock does not represent tangible 
assets—it represents that mysterious thing known as good-will or prospects of © 
the future or all sorts of things. We know in business capital stock very fre- 
quently does not represent any tangible assets; 1t represents hope. 

Mr. Heaps: Would it be possible at a future meeting to give the committee 
an approximate idea of the physical value of the railway? | 
: Sir Henry THornton: I think so; we can give you the best of our judgment, 
but it is not an easy question to answer. 

Mr. Heaps: That is all I can expect. 

Mr. Powrr: Can you give the figures you submitted to the government on 
a former occasion? | 

Sir Henry Tuornton: I would like to take to the Minister about that. 

Mr. Nicuotson: I would like to ask if the capital should represent the 
creation of some tangible asset? I believe there was too much money put into 
that and should not be eliminated to arrive at the proper valuation. 

Sir Henry THornton: Yes, you will have it if it is possible to arrive at it. 


Mr. Hanson: I think if we go back to when the railways are absorbed, it 
is clearly set out. 


Sir Henry Tuornton: I think you and I in principle are in accord. 


The Cuairman: Before the discussion is closed, I would like to see some of 
the debt the railway owes to the Dominion Government remain on the books 
there, because if the debt is cancelled I see people around here, who, the moment 
the railway would commence to pay, will be asking for reduced freight rates. 

Mr. Power: That is a matter of public policy. 

The CuarrmMan: Absolutely, and I have let the discussion go on because it. 
has been interesting and instructive. : 

Sir Henry Tuornton: In considering the freight rates you would have 
to take in consideration the condition of the Canadian Pacific Railway because 
there is a large investment in that company which the people of Canada do not 
want destroyed. 

The CuatrMan: It is good that we have a railway commission to deal with 
the rates. we 

Mr. Farrweatuer: Freight revenue was affected by a decrease in revenue = 
per ton mile from 1-120 cents’in 1929 to 1-081 cents in 1930, or 3-5 per cent, and == 
an increase in the average haul of a ton of freight from— = 

Mr. Hanson: Did we finish with passenger revenue? 
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Mr. FarrweatHer: We have not got to that. 

Sir Henry THornton: That is down below, Mr. Hanson. 

ee Mr. FarrwEaTHER: —279-36 miles to 300-66 miles, or 7:6 per cent. The 
average revenue per ton increased from $3.13 to $3.25, or 3-9 per cent. The 


__ following shows the comparative decrease in freight revenue, tonnage and revenue 
= ton miles:— 


Decrease 
- Amount Per cent 
Hieignpereveniie wae. Ss es ee ee $35,944,408 18.0 
Brerene atOnnatene cs toning cc chert Le meee Loe 13,429,622 21.0 
Revenue ton miles .. .. .. oii ease 2,677,856,077 15.0 


There were no important freight rate changes during the year. 
Passenger Revenue 
The following table indicates the decrease in passenger revenue, passengers 


carried and passenger miles in 1930, as compared with 1929:— 
Decrease 
Amount Per cent 
ETRSeNREr. TevenuGe sre seey bit Slee ae Ban a ba $5,588,508 16.9 
Pa peeugers. Caviteccecet ys soo er aa Soi uuu tpg ee 2,031,060 a PANT 
ib SORE Cas HDIeS re get y ach ded thie oF a a ahh eh tad tre rs 198,973,393 16.5 


The average revenue per passenger decreased from $2.06 in 1929 to $1.97 in 
1930, a decrease of 4:4 per cent, the average revenue per passenger per mile 
decreased from 2-741 cents to 2-728 cents, or 0°5 per cent. The average haul 
decreased from 75-32 miles to 72:03 miles, or 4-4 per cent. 
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Express, Mail, Telegraph, and Miscellaneous. 

Express revenue for 1930 amounted to $11,488,177, a decrease from 1929 of 
$2,043,187, or 15-1 per cent. Revenue from the carriage of mails was $3,085,854 
in 1930, a decrease of $73,809, or 2:3 per cent. Telegraph revenues were 
$5,254,798, a decrease of $867,354, or 14:2 per cent from 1929. 

Hon. Mr. Euter: Were these services profitable or otherwise? 

Sir Henry THornton: Which services? 

Hon. Mr. Euter: Express. 

Sir Henry THorRNTON: Yes. 

Mr. Fraser: Is your express revenue affected to any extent by the carriage 
of parcels by the Post Office? 

‘Sir Henry Tuornton: Well, of course, that has been in existence for some 
time. It would not have any comparative effect, I do not believe, in comparing 

. 1930 with 1929. If it were a new thing, which appeared in 1930, I should say 
yes, 1t would have an important comparative effect, but seeing it has been in 
operation for some time, I do not think there is so much— 

Mr. Fraser: In your opinion, Sir Henry, is the parcel post rate of the Post 
Office one that pays its way, or do you know? 

“nae Sir Henry Tuornton: No, I do not know; I cannot answer that off-hand, 

__- without making an examination. I really do not know. 

as Mr. Fraser: I understand it does not belong to your department, but I 

thought you might have some information. 

5 Sir Henry THornton: I do not think I can really answer that. 

Hon. Mr. Euter: Do you show a profit after making a payment on fixed 

charges? Do you show a profit after making a payment on fixed charges on your 
— equipment, and capital expended in the express business? 

Be Mr. Hanson: We would need a balance sheet to show that; we ought to 

have a balance sheet. 

2964524 
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Sir Henry THornton: The net operating revenues from express services 
in 1930 were $6,265,000, the operating ratio was 51:2 per cent. 


Mr. Hanson: It was very profitable. 

Sir Henry THorntTon: Very much so, but I should not like that idea to 
become unduly prevalent. | 

Hon. Mr. Euuter: After paying interest on fixed charges? 

Mr. Hanson: That is net. 

Sir Henry THornton: After all charges have been paid, including 

Mr. Hanson: The fact of the matter is, it is a very highly profitable part 
of the business. 

Sir Henry THornton: After a proper adjustment has been made for inter- 
est on equipment, the net profit to the residue, the net income, is about $290,000. 

Mr. Hanson: Of course, you are not giving us very much information, sir. 

Sir Henry TuHornton: I would like to point out this plain fact, and be 
quite frank with you, the express business is a very profitable business. 

Mr. Hanson: You are losing your business. 

Sir Henry THorNTON: That is quite true, and as I explained it to you 
vesterday, we are trying to get some of it back. 


Mr. Hanson: Let me suggest this to you as a constructive suggestion, the 
rates on express matter in this country are too high, and that competition you 
have is going to increase because of your high rates, and that you are going to 
continue to lose revenue on express by reason of the veLY, highness of your - 
charges. 

Sir Henry THornton: All I can say— 


Mr. Hanson: And speaking of competition, this is a constructive sugges- 
tion made in the best of good faith. 

Sir Henry THornton: I recognize its very sincerity, and it is made for 
constructive purposes. The only answer I can give to you is, that we do recog- 
nize that situation and it is under examination. 


Mr. Hanson: That is fair enough. 


Hon. Mr. Ever: Are these rates subject to the Board of Rae Com- 
missioners? 


Sir Henry THorRNTON: Yes. 

Mr. Hanson: The funny part of it is, every time there is an application to 
decrease your rates, the express companies, believing that offence is the best 
kind of defence, ask for an increase in rates. 

Hon. Mr. Evuter: Do they get them—they do not get a reduction, any way. 

Mr. Hanson: They do not get a reduction. 

Sir Henry THornton: The whole point is 

The ‘CHarrMAN: It is an interesting and consoling thing to know that the 

‘railway companies are taking the express matter seriously under their con- 
sideration. ; 

Mr. Hanson: That is as far as I want to go. 

The CuairMAN: I can say this in respect to passenger rates and passenger 
traffic, in my district the company is operating an electric road there, and they — 
allow ‘busses to come in and beat them out of two or three of the very best 
districts, and then they have to go back and buy out these bus ieee 2: 


Mr. McGispon: They are doing that all over. 


The CuarrMAn: They may be doing that in other districts. That is what 
happened to us. The suggestion Mr. Hanson makes may save them something 
in another way. ae 
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Sir Hnnry THorNTON: Maybe. 

Mr. Hanson: I do not wish to follow it any further. 

Sir Henry THornton: I think you are quite right, and | appreciate the 
suggestion. 


Mr. Kennepy: Do you think you are getting fair treatment in connection 
with the carriagé of mails throughout Canada? e- 


Sir Henry Tuornton: Well, of course, I suppose, strictly speaking, no 
railway would regard fair treatment in anything unless they got 100 per cent 
of the business available. 


Mr. Hanson: You mean, as between the different railways? 


- Sir Henry Tuorntron: Broadly speaking, the government divides the busi- 
ness between the two companies on a judicial basis, and it is practically a 50-50 
split. The Canadian Pacific Railway get a revenue of about $326,000 a year 
more than we get, but it is practically a fifty per cent division. We have no 
complaint to make about that although we will always strive, Just as the Can- 
adian Pacifie will strive, to get as much as we can. 


Mr. Hanson: I think the question was directed to the question of rates. 
It is a matter of negotiation between the government and the company, I under- 
stand. 


Sir Henry THornton: It is not very much of negotiation. I think the 
government usually says what it is going to pay and that is the end of it. I 
am bound to say the government has always been reasonable. 

Mr. Hanson: The reason I asked you is this; in my community I have - 
occasion to transmit a good deal of correspondence to Edmundston, the mails 
have always gone on the Canadian Pacific Railway. I mail a letter to-day, and 
it is picked up the next day, and I can get a reply in four days, which is most 
inconvenient to business; whereas, if it went by the National line, we could 
get rid of a letter to-day, it would go out to-night, get in EKdmundston the next> 
day, and be answered that day, and back the next morning. I tried to get a ser- 
vice established there. The rate that the district superintendent told me he 
would have to pay if the National Railway were to get the business, seemed 
_ to be astonishingly high to carry mail to Edmundston from Fredericton and 
back. 

Mr. Gray: Before we leave this——I was called from the committee for a 
minute and did not hear what was going on. The drop in telegraph revenue, 
is it partially due to reduction of service? 


Sir Henry THornton: I do not think it is so much due to that as it is to 
the general reduction in, general business. When business falls off, particularly 
stock market operations, the telegraph business is similarly affected, and the 
reduction in telegraph business is more or less in keeping with the percentage 
reduction of freight and passengers, and almost everything. 


Mr. Hanson: Just one question, please. With regard to the telephone 
business, has the competition of the telephone over a period of years resulted in 
a general decrease of telegraph revenue, or have you followed that up? 


Sir Henry Tuornton: I should think there must have been a decrease, 
although I have never examined it from that point of view. I have no informa- 
tion about that. Have you any, Mr. Galloway? 

. Mr. Gattoway: Generally speaking, I should say the telegraph business 
has.been able to hold its own, but of late years the Bell Telephone competition 
has been very keen, and is getting keener than ever. 

Sir Henry Tuornton: In view of the telephonic communication, there is a 
tendency to take the telegraph business away from the railway company. We 
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know that; the speed with which long distance calls can be put through, and 
the clarity of communication for long distance in the last three or four years, 
has -very materially improved. | 
Mr. Hanson: No doubt. : 
Mr. McGisson: In fact, a good many telegraph offices have been closed. 
Mr. Hanson: That, will be an increasing factor. 
Sir Henry THornton: Probably it will be. 


Mr. Hanson: Well, now, coming back to the revenues from freight and 
passengers. Last year, Sir Henry, you told us that you lost $12,000,000, or in 
1929, on your passenger service, approximately $12,000,000; what was the oper- 
ating loss for 1930? ; 

Sir Henry THornton: You asked this question, Mr. Hanson ; what was 
the loss on passenger service in 1930. And the answer is, $15,815,368. Now, 
that of course, was accentuated by the decrease in passenger traffic, because it 
does not cost a railway any more to haul a train full of passengers than empty. 
Income on passenger travel depends almost entirely upon the degree to which 
the train can be filled. 

Hon. Mr. Euier: Do you say that this loss is attributable to the fact that 
you have an unnecessary duplication of service as between the two systems? 

Sir Henry THornton: Well there was—that is true to an extent. Earlier 
this year the Canadian Pacific Railway and ourselves embarked upon an 
examination of the whole passenger mileage situation to see to what extent we 
could, without damage to either system, reduce unremunerative service, and to 
some extent competitive service; and the two traffic departments of the respec- 
tive railways examined that situation very thoroughly, and the result is that we 
reduced, or will have reduced before the year is over, at the rate of —I would put 
it this way—we have reduced our passenger mileage at the rate of approximately 
three million passenger train miles per annum, and the Canadian Pacific made 
a reduction, but not so much, because their mileage was not so great. 

Mr. Hanspury: Can you give us what the percentage would be to your 
total? 

Sir Henry Tuornton: I cannot give you that off the bat, but I can give 
it to you to-morrow. 

Mr. Burnap: 12:4 per cent. , 

Sir Henry THornton: 12-4 per cent, Mr. Hanbury, rail reduction. 

Mr. Hanson: The C.P.R. is comparable? 7 

Hon. Mr. Evuter: Do you think that you have arrived at. an irreducible _ 
minimum? eS 

Sir Henry THornton: I think we have. You always get up against certain 
problems when you want to take off a passenger train ; naturally every com- 
munity dislikes it, no community wants to— me 

Hon. Mr. Ever: I am referring to the competitive end of it. 

Sir Henry THornron: Yes, I think we have. For instance, we took off our 
Confederation this year, and the Canadian Pacific have reduced their service. 
I should say, broadly spéaking, there is not very much waste to-day in com- 
petitive service as between the two companies. : 

Mr. Hanson: Take the service from here to Montreal. What reduction has 
there been in the competitive service? The Canadian Pacific Railway have 
taken off one train, so far as I know, - : 

Sir Henry THornton: Can you answer that, Mr. Burnap? 


Mr. Burnap: I cannot, off-hand. I can check that up. We checked up & 
with the Canadian Pacific, and both reduced as far as they thought could beam 
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é Sir Henry THornton: May I just say to the officers, that they speak 

louder in order that the members and the reporter may get their remarks. 

a Now, did I answer that or not? | 

a Mr. Hanson: I am speaking of the competitive services to Montreal and 

Ottawa. So far as I can find out, there has just been one train taken off, and 

that is the Canadian Pacific train to Montreal in the morning, and the train on 
Saturday. You have not taken off any. 

Mr. Burnar: We have taken off one train, sir. 

Mr. Hanson: What train was that? 

Mr. Smart: Number 52. 

Mr. Hanson: What train is that? 

Mr. Smarr: The one that left at four something in the afternoon. 

Sir Henry THorNtoN: We each took off a train. 


Hon. Mr. Evter: How many trains are there between Ottawa and 
Montreal? . 

Sir Henry THornton: I cannot give you that off-hand. 

The CuamrMANn: Yesterday a gentleman came‘ to see me from Montreal, 
and he told me that there were only three passengers on the chair car that he 
came on. That does not look like a very profitable proceeding. 

Mr. Burnap: As a matter of fact, at the present time we have three local 
trains between Montreal and Ottawa, and one through train, that is, the 
Montreal to Vancouver train that runs over the same track. 

Mr. Hanson: Four each way. 

Mr. Burnap: Four each way. 

Mr. Hanson: How many on the Canadian Pacific Railway? 

Mr. Burnap: I think they have seven. 

Sir Henry THornton: May we go on, Mr. Chairman? 

Mr. FarrweaTHer: Railway operating expenses— 

| Mr. McGrsson: May I ask a question there, Sir Henry. Looking at your 

~ report, I see your operating expenses have decreased about $26,000,000, and 
- loooking at the details over here, I find there is a difference in maintenance of 
eight and a half millions, maintenance, equipment, six and a half millions, and so 

on. The point I want to make is this; is most of this practically automatic. 
For instance, if you do not run a train you do not burn coal, you do not use 
oil, you do not pay wages, and your equipment is not worn out to the same 
Se MCE. Tk 
. Sir Henry THorNTON: Undoubtedly a percentage is automatic. It is very 
difficult for anyone to say just what the effect of competition on any traffic is, 
in percentage. 

Mr. McGieson: Going over it, it struck me that about twenty millions out 
of that twenty-six millions were automatic. 

Sir Henry THornton: I should think a certain amount of that was 
automatic. I can only say in answer to that, this, as I undertook to explain 
at the previous meetings, we ration our xepenses so far as they are controllable, 
month by month. I think I explained to you that there was a meeting of each 
region about the 25th of each month, and at that meeting, all spending depart- 
ments are represented, with the general manager of the region as chairman of 
the meeting. An estimate is made of the probable gross revenue of that region 
for the following month, and having regard to the probable gross revenue, and 
__ effort is made to allocate the expenses to those different primary accounts, with 
Ee: regard to that gross revenue. Transportation expenses are to a considerable 
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extent uncontrollable. That is, there are certain expenditures from which there 
can be no escape. For example, if a station is open, you must have a station 
agent; if business is good, you: may have two or three clerks, but if business is 
bad, you naturally reduce the station force, but you cannot get below the agent. 
To a certain extent, the same thing is likewise applicable to your maintenance 
work. You cannot reduce the section gang, you must always have a section 
foreman, and enough men to maintain the safety. of traffic, and take care of 
emergencies. You must, for instance, have enough men in a section gang, if a 
broken rail is found, to be able to renew that rail and replace it. So that, you 
get to a certain irreducible minimum. At these monthly meeetings, an effort is 


made by the officers themselves in charge of their respective departments to- 


reduce their expenses, having due regard to the maintenance of the property and 
safety of service, to keep those expenses at a minimum. Each year we are find- 
ing newer avenues for economies, for economical reduction of expenses. That is 
going on continuously. 

Mr. McGisson: What I had in mind, Sir Henry, was this. Outside of this 
automatic decrease in business, there was not very much of a decrease, probably 
about six millions dollars throughout the whole system. 

Sir Henry THornton: I do not know whether we can get it or not. Mr. 
Fairweather is the Director of the Bureau of Economics, and one of his fune- 
tions 1s to study those statistics, and keep in touch with them, may be able to 
give you some information on that. Perhaps he can give him a better state- 
inent on this point than I can myself, although I am in touch with it. At the 
same time, it is quite impossible for me to keep in my mind all of the innumer- 
able number of things and figures which develop on the railway. Perhaps, Mr. 
Fairweather, you can make a statement which would throw some light upon 
the situation. 

Mr. FatrweaTHeR: Well, I may say to that, the analysis of operations of a 
railway company, for the purpose of telling whether or not the management has 


efficiently operated that property is, of course, a highly technical problem. It— 


involves a close study of the detail of the accounts representing the expenditures 
made, and what was obtained for that expenditure. It is a subject which has 
engaged the attention of technicians in railway matters now for some ten years, 
and it is basicly dependent upon the conception of the railway_as a manufactur- 
ing concern; that is, that the railway is producing transportation. Just as in 
the case of any other manufacturing concern the expenses will be found, upon 
analysis, divisible into those which are independent of use, and those which are 
dependent upon use, and the determination of the basic principles underlying 
that division is a long and complicated study. I may say that at the present 
time the American Railway Engineering Association has:a committee that is 
charged with carrying on that work, and I happen to be a member of that com- 
mittee. We in the Canadian National Railway have been analyzing our ac- 
counts year by year in accordance with a formula representing the best known 


accounting practices, with regard to railways. I may say here that without ex- 


ception, the inherent efficiency of the management of the Canadian National 
Railway has increased each year from 1923 on. There has not been a year in 
which there has been a retrograde step in the inherent index of management 
efficiency. That is true, although it may seem strange, even in the year 1930, 


in the face of the depression, the inherent index of management efficiency went | 
up. The reason that the Canadian National Railway, in common with all rail- _ 


ways, suffered such a drop in their net revenue, was not due to inefficient man- 


agement, it was simply due to the fact that the operating expenses of a railway 


4 


-—I will speak roughly—-are divisible 33 per cent or 35 per cent fixed, and about ~ 


65 per cent controllable. 
Mr. Hansury: Without interest on capital? 
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Mr. FatrwEATHER: Purely operating account, and, of course, these percent- 
ages are charged on every individual account, and the percentages adopted for 
each individual account have been determined by the concensus of opinion of 
the best technicians of the United States railways and ourselves. 


Mr. McGisson: I am afraid you did not get my point. Out of this $26,- 
000,000 decrease in operating expenses, it seems to me that about $20,000,000 
of it is automatic, and not very much more than $6,000,000 of a decrease other- 
wise in the whole system. 

Mr. FarrwEsTHER: Well, sir, in answer to that, I might say I would ask 
for a definition of what you mean by “automatic”. 


Mr. McGriszon: I am just taking your statement. For instance, mainten- 
ance of way, there is a drop there of $8, 600,000, Re no doubt due to the 
decreased traffic. 

Mr. FatrRweaTHeR: But the management had to step in and make that de- 
crease, the management had to see to it that those materials were not applied, 
the management had to see that the staff was reduced when the traffic fell off, 
and it is in the application of the management that you get this apparent auto- 
matic reduetion. 

Mr. McGrisson: Well, in part. 

Mr. Hanson: Mr. McGibbon is saying that the $20,000,000 decrease is due 
to the falling off in traffic, and that there has not been a decrease in the other 
elements. 


Mr. Farrwearuer: There has, sir, there has been an increase in the efli- 
elency of operation. 

Mr. Hansury: How does the ratio compare with other years? 

Sir Henry TuHornton: I think this whole question may be a little pro- 
longed, but it is perhaps interesting. Mr. Fairweather, whose functions are the 
study of all things of that sort, can give you a better statement of the whole 
situation than I can. Will vou just go ahead now, Mr. Fairweather. 

Mr. FAIRWEATHER: Well, continuing in the general discussion, not only do 
we compare the operating efficiency of our own railway with ourselves in dif- 
ferent periods to see whether we are doing better or doing worse, but we also 
compare our operating efficiency with other railways to see whether we are keep- 
ing pace with those other railways, and as I say, these analyses are technical, 
but when you do make an adjustment for the main factors, and analyze the com- 
parison, that is, the density of traffic which affects the division of the expenses 
as between overhead and these expenses which are the direct expenses propor- 
tioned to traffic, I say when you make that comparison, and compare the abso- 
lute operating efficiency index of the Canadian National Railways with other 
railways, you find this, that as compared with ‘Class I railways of the United 
States our absolute index of operating efficiency stands four per cent higher than 
that of the United States roads. 

Sir Henry Tuornton: Have you figures to support that statement? 


Mr. Farrweatuer: Well, I have here, class 1 roads of the United States 
have a density measured in traffic units 2:07 times as great as that of the 


~ Canadian National. Their apparent efficiency of operation if adjusted to the 


. 


~ 
¥ 


difference in traffic density, would indicate that they were operating 20 per 


cent more efficiently than the Canadian National, but when you adjust that 


index to traffic density, you find that the Canadian National Railways are 
operating slightly more efficiently than the average class 1 road. 

Sir Henry THorNTon: May I just interrupt Mr. Fairweather to say that 
you must keep in mind, in the examination of statistical information, furnished 
to any railway, particularly the matter of expenses, that it is based largely on 
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the foundation of traffic density. That is to say, the greater the traffic density 
automatically the more efficient the operation becomes, and applying that to — 
our railway, we have a very low traffic density, because our railway is a 
development railway, it was built in advance of settlement, and for the purpose 
of attracting and developing settlement, so that in any comparison that is 
made, you must take into consideration traffic density. Take for instance the 
London & Northeastern Railway in England. That railway has a main line mile- 
age of approximately 6,000 miles. The mileage of the Canadian National Rail- 
way is something like 22,000 miles. The gross revenues of the two companies 
are precisely the same, or nearly the same. In other words, on one railway 
you have the same gross revenue concentrated in 6,000 miles, and on the other 
railway, you have the same gross revenue distributed over 22,000 miles, or 
more than three times the mileage; so that you will easily see that one of the 
large factors which enters into the consideration of any railway problem is, what 
is the traffic density on that particular railway? ‘and allowance has always 
to be made for it. 


Mr. FarrweatTHerR: To further illustrate the point— 


' J] would further illustrate the point by taking the general account of main- 
tenance of way and structure. There you find that Class 1 roads are appar- 
ently 30 per cent better than the Canadian National Railway. When you 
correct for the traffic density, you find the Canadian National Railway is just 
as efficient, the reason being about two-thirds of the maintenance of way and 
structure expenses are independent of traffic, and on a light traffic line your unit 
cost of maintenance of way and structuure must of necessity be high in spite 
of efficient management. 

Take transportation account which is an important item, that is affected, 
but to a lesser degree by the density of traffic. When you give us the advan- 
tage of having more tonnage to move you find we are operating ten per cent 
better on transportation than Class 1 roads. 


Mr. McGtppon: On page 7, take the employees compensation, 1930 and 
1929 the decrease in maintenance of way and structures is three and a half 
millions and in maintenance of equipment a decrease of two and a half million— 
and transportation seven million. Those are practically all automatic decreases, 
are they not? 


Sir Henry THORNTON: In a sense, yes, although here is where the manage- 
ment intervenes. I do not mean to say this management, but I am speaking 
about. railways in general. For instance, you have a falling off in traffic. 
Now, the management has got to say from its experience the standard of main- 
tenance which the character of traffic demands on different parts of the rail- 
way system. For example, the standard of maintenance necessarily between 
Montreal and Toronto would be a much higher standard than that which might 
be necessary on some of the western lines and the management has to draw on 
its business management to say, having regard for the circumstances which - 
surround each individual part of the railway what that standard must be, and 
unless that intervention is made and unless the management exercises its intel- 
hgence in respect to things of that kind, then no reduction becomes possible, or 
you might find yourself in the position of maintaining one line at a higher 
standard of maintenance than the condition of traffic demands. ES 

It is quite true what Mr. McGibbon has said that a large proportion of 
reduction of expenses is automatic, but unless the management takes advantage 
and directs and guides the distribution of expenses, besides the character of 
maintenance and a great many problems, no saving will be made, “a 


Mr. Hanson: I think we agree in theory on that, but that is not the prac- = 
tice, let us get down to brass tacks. On page 4 you show a decrease on railway 
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ee operating revenue of something over $46,000,000, and on page 6 at the foot, you 
show only a decrease of $26,000,000. 


Sir Henry Tuornton: Yes, that is right—there is a difference, 


= Mr. Hanson: They have not kept pace one with the other, and Dr. 
McGibbon suggests of the $26,000,000, $20,000,000 is automatic, leaving $6,000,- 
000 for all the other things. In view of the alarming situation I do not want 
to lay too much stress on it, but I am alarmed and a great many members are 
alarmed, at the situation and we should not be classed as enemies of the road 
because we are alarmed, but how are we to meet the situation? And are we 
meeting losses in revenue and decreases in revenue by a corresponding decrease 
in railway operating expenses—I fear we are not. 


os Sir Henry THorNTON: In answer to that I may say the management shares 
your alarm and entirely shares your anxiety, and certainly the object of the 
railway and administration is to present as large an amount of net earnings 
es possible. There can be no other object, because to pursue any other course 
would be simply stupid. Every day and every week the vice presidents and 
myself are meeting to see what new methods of real economy can be introduced 
and in developing those methods and bringing them into effect we must neces- 
sarily draw on such technical experience as we have. We must, for instance, 
decide how far road maintenance may go without accumulating a bill for 
deferred maintenance which might be in the last analysis much more expensive. 


Mr. McGrpson: Or impair efficiency? 


Sir Henry THornton: Yes. We must have certain character and frequency 
of service to the best of our ability and decide the degree to which the frequency 
of service can be reduced, without retarding the development of the commun- 
ities we serve. In our transportation expenses, in administering those we have 

to see to what extent we can consolidate divisions and general superintendents 
and to what extent eliminate our movement of trains and all the other thou- 
sand and one things that enter into the operation of a railway. And all I can 
say is the vice presidents and myself are thoroughly seized of the seriousness 
of this situation and do everything which our intelligence tells us to do towards 
reducing expenses. We want in your own interest, if for no other purpose to 
make the net earnings as big as possible because the bigger they are the better 
for the country. We have no interest as an executor in maintaining a higher 
order of efficiency which is not justified. We would not last five minutes were 
we to do so, and please remember that the railway business is a professlon—it 

has its ethics and principles. The reputation of a railway officer is exactly like 
the reputation of a lawyer or doctor. If he has a good reputation he will suc- 
ceed, and if he forfeits that reputation he will not. So looking at it from a 
selfish point of view the officers—and I venture to include myself—have no 
other object than to try to operate the railway as economically nue intelligently 
as our experience will ‘enable us to do. 


Mr. Hanson: I welcome that declaration. As far as I am aencetied bam 
not going to pursue the question any further. Sir Henry Thornton says he is 
seized of the situation and we must leave the thing for you, Sir Henry, to work 

out and we rely on your methods. 


Sir Henry THornton: There are very few nights I do not take a bundle 
of reports and worry over them until morning and wonder how the devil can 
we save more money. And I have spent a good many sleepless nights, and Mr. 

Hungerford has also, to try to find a way to reduce expenses. Remember we 
have a personal pride in this railway system—we have built up a certain repu- 


3 tation, and I think we have earned a certain confidence in the public mind and 
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we do not want to forfeit that confidence. We do not want to make-a mistake 
any more than a doctor at an operation. We want to say to the people of Can- 


ada we have done the best we could and to say to them if they can show any | 


better way, we want your advice. 

Mr. Hanson: As a layman we could not be expected to do that, but having 
had the principle accepted, I say it is up to you to carry it out and the people 
of Canada are expecting you to respond, individually and collectively. 

Sir Henry THorNtToN: That is a fair statement and we welcome that state- 
ment and will do our level best. 


The Committee adjourned until Tuesday, June 16, at 11 o’elock. 
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MINUTES OF PROCEEDINGS 


Turspay, 16th June, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, met at 11 a.m. Hon. Mr. Chaplin, the 
Chairman, presided. 


Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Chaplin, 
Kuler, Fiset (Sir Eugene), Fraser (Cariboo), Gray, Hanson (York-Sunbury), 
Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, 
Rogers, Stewart (Lethbridge). 


Sir Henry Thornton supplied answers to questions asked at the last meet- 

ing respecting :— 

(1) Amount of grain shipped through Port of Vancouver, 1930. 

(2) Balance struck between Canadian grain moving for export through 
American ports and American grain moving for export through Cana- 
dian ports. 

(3) American grain moved through Canadian ports. 


Sir Henry Thornton made a statement respecting salaries paid to officials 
of the Canadian National Railways. A protracted discussion followed. 


On motion of Mr. Heaps,— 


Resolved,—That the question of salaries and emoluments received by the 
officials of the Canadian National Railway system be referred to a sub- 
committee of five for consideration and report. 

The Chairman named the sub-committee, viz., Messrs. Euler, Heaps, 
McGibbon, Hanson and Rogers. 

A copy of each of the undernoted documents was distributed to every 
members of the Committee, viz: 


1. Canadian National Railways Operating Budget. Minutes of Regional 
and Departmental Budget Meetings. March 1931. 

2. Canadian National Railways Operating Budget. Headquarters System 
Control. March 1931. | 

. Canadian National Railways Analysis of Operating Results. April, 1931. 

. Canadian National Railways Operating Statistics Report No. 1. April. 
Train Mileage. 

. Canadian National Railways. Estimated Financial Requirements 1931. 

. Canadian National Railways (excluding Grand Trunk Western Railway 
and Central Vermont Railway) 1930 Estimated Financial Require- 
ments Compared with Actual Requirements Summary. 


Qn Pw 


Sir Henry Thornton addressed the Committee briefiy in explanation of 
the contents of.documents Nos. 1 and 2, as listed above. 


The Committee adjourned until to-morrow, Wednesday, 17th June, at 
LEGG cal, 
JOHN T. DUN, 


Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, Room 231, 
Tuespay, June 16, 1931. 


_ The Select Standing Committee on Railways and Shipping met at 11.00 
a.m., Hon. Mr. Chaplin presided. 


Mr. Hanson: Mr. Chairman, in the discussion the other day with relation 
to the purchase of the Canadian Northern Railway stock, everybody of course 
knows that $10,000,000 was paid for the stock, and it is carried to the capital 
structure at $100,000,000._ Those of us who were not in parliament in 1918 
when that happened would like to have a statement as to just how that was 
done in that way. 

Hon. Mr. Manion: That $100,000,000 worth of stock was put to a Board 
of Arbitration, and the Board of Arbitration said it was worth $10,800,000. The 
government paid $10,000,000, so that while it is carried at $100,000,000 in the 
Railway Balance sheet it really cost the government of Canada $10,000,000, and 
that is part of the proposal in regard to refinancing, for example, that $90,000,000 
should be written off. I read the report of the meeting the other day, and Sir 
Henry was not quite right when he said it had been written up, nor was the 
_ other party right who said it was written down. As a matter of fact, 1t was 
$100,000,000 for which the government of Canada paid $10,000,000. 


Mr. Hanson: It is capital stock of a par value of $100,000,000, and it is 
carried into the capital structure at the issued par value. 

Hon. Mr. Manton: Yes, although the government only paid $10,00,000. 

Sir Henry THornton: I was a little careless in making the statement. I 
did not want to make a wrong impression. 

There were certain questions asked at the last meeting which I take it 
you would like answered first. 

___ Mr. Hanbury asked as to the amount of grain shipped through the port 
of Vancouver for the year 1930. The answer is 64,296,404 bushels. 

Mr. Heaps asked what kind of balance is struck between Canadian grain 
that moves for export through American ports and American grain that moves 
for export through Canadian ports. The answer is as follows—and this is, 
incidentally, for the year 1930 which was an abnormal year, a peculiar year, 
and certain allowances must always be made for the exigencies which surround 
the year under discussion; but the answer for 1930 is this: — 

Canadian grain moved through American ports during 1930, 72,277,730 
bushels. 

_ Total Canadian grain exported during 1930, 216,670,052 bushels. 
Percentage through American ports to total, 33.3 per cent. 
American grain moved through Canadian ports during 1930, 19,282,109 

bushels. : 
Total American grain exported during 1930, 125,065,944 bushels. 
Percentage through American ports to total, 15-4 per cent. 

I gave a figure at the last meeting which I think would have indicated a 
good deal higher percentage, or a larger volume of American grain: through 
Canadian ports than this figure here. This is for the calendar year. .The figure 
I gave you was for the crop year, and I am not so sure but that the crop year 
is the better yardstick by which to measure it. 
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Mr. Heaps: That is for one year which you claim is an abnormal year. 
Would it not be better to have something over a period of years, say four or 
five years? . 

‘Sir Henry Tuornton: I think it would. I doubt, as a. matter of fact, 
that that really gives you very much in the way of information. We know 
what you want. What you want to find out is on the average how much 
American grain goes through Canadian ports and how much Canadian grain 
eoes through American ports taken over a period of years, and if you will let 
that stand we can have that by the next committee meeting and, I think, give 
you a more comprehensive statement. 

Mr. Hanson asked a question in regard to American grain which moves 
through Canadian ports, how much of it was moved by Canadian railways, or 
in what way, if at all, did the Canadian railways profit by that movement. 
This again, Mr. Hanson, is a calendar year, and a very abnormal year. The 
answer is: Of the American grain which moved through the Canadian ports 
the Canadian National Railway handled 2,468,347 bushels; but that again is 
a figure that is distorted by the abnormalities of the year under consideration. 

Mr. Chairman and gentlemen, at one of the previous meetings of this com- 
mittee certain questions were addressed to me with respect to my own salary. 
and the conditions under which my employment exists with respect to the Cana- 
dian National Railway system, and there was also a reference to the salaries of 
other officers. I would like to make a brief statement with respect to the 
whole situation. 

The salary which I am paid personally, and the allowances which are 
made to me on account of what is regarded to be necessitous obligations of my 
position, were determined by an arrangement with the Board of Directors of 
the Canadian National Railways, and approved by that board late in 1929. 
The salary is a contractual obligation existing between myself and the gov- 
ernment of Canada. The additional allowances received the approval of the 
Board, and were regarded as those allowances which were essential for the 
carrying out of my responsibilities. All of those salaries and allowances were 
duly approved by the Board of Directors, and that part of the allowances which 
are not a contractual obligation between myself and the government of Canada 
were within the knowledge of the late government and had the approval of 
that government. 

Since the officers of the Canadian National Railways and myself have 
been associated in the administration of this property, we have endeavoured 
to carry out our responsibilities with fidelity and with honesty and, we hope, 
with intelligence. The results speak for themselves, and each member of this 
committee can draw his own conclusions. 

With respect to the rate of pay which I received, and the other allowances, 
T can only say that they are in keeping with what is generally paid for such 
services on the North American continent, and in some instances, are materially 
less. There has been no deviation, or alteration or change of any sort in my 
salary, my allowances, or my condition of services since 1929, or when the last 
arrangement was concluded with the Board of Directors of the Canadian 
National Railways and the government of Canada. The present situation is 
just what it was at that time. 

I have nothing more to say upon the subject, because, I feel that any 
further action which should be taken should be left to this committee. I can 
only give you the statement.as to how my terms of service were arranged, 
and give you the assurance that it was approved by the Board of Directors, 
was within the knowledge and approval of the late government, that there has 
been no alteration since that time, and that it is in accord with the general 
rate of pay for such services elsewhere. 
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With that statement, gentlemen, I leave the matter in the hands of the 
committee to decide what action you wish to take. ; 


Mr. Betut (St. Antoine): May I ask you this question, Sir Henry: has 
your salary and the salaries of the other officers been brought to the attention 
of the new Board of Directors? 


Sir Henry THornton: I do not think they have been specifically brought 
to the attention of the present board. The salaries of officers are generally 
supposed to be tacitly contractual obligations unless there is thought to be some 
reason for change on the part of the individual who is the superior of the 
officer in question, or the Board of Directors itself. "There has never been a 
specific discussion of officers salaries in general with the present Board of 
Directors. And I might say, as I have said before, that all of these salaries 
are matters of Board action and must have the approval of the Board. The 
officers of the railway company may alter salaries less than $9,000 per annum. 
Over that any alteration in salary must be submitted to the Board of Directors, 
and cannot be effective until it has the approval of the Board of Directors. 
So that practically speaking, in fact definitely speaking, all salaries are subject, 
first, to the approval of the Board of Directors, and they remain as fixed 
by the Board until altered by the Board. 


Mr. Hears: How often does the Board meet? 


Sir Henry THornton: Once a month. There is an executive committee 
which meets usually once a week. At rare intervals sometimes when there is 
not much business an executive committee will be passed; but for all intents 
and purposes you can say that the executive committee meets once a week. 
That executive committee has all of the power of the Board. That is to say, 
that the executive committee takes action with respect to a certain matter 
and, in the judgment of the executive committee, the matter is urgent, it is so 
marked and then by the by-laws of the company it becomes the action of the 
Board. The minutes of the executive committee are sent to each member of 
the Board to examine them, and sometimes there is a discussion at the next 
meeting of the Board. 


Mr. Hears: How is this executive committee appointed? 


Sir Henry Tuornton: It was really appointed by informal consultation 
between myself and the members of the Board and, of course, the Minister 
of Railways as representing the proprietor. I can tell you who the members 
of the executive committee are. 

Mr. Hanson: I suppose it is set up by by-law. 

_” Sir Henry TuHornton: Oh, yes, it is set up by by-law. Technically it is 
appointed by the Chairman, but practically speaking it is the result of just a 
general informal discussion to find out just what is the most appropriate 
thing to do. At the moment, it consists of Mr. Labell, our director in Montreal, 
~ Mr. Morrow, our director from Toronto, Mr. Boyce, Mr. Moore, Mr. Smart, 
representing the government, as deputy minister, and Mr. Morrow, our director 
from Quebec, and myself, together with Mr. Ruel, the legal Vice-President. 

Mr. McGiszon: Sir Henry, I brought this matter up, and I wish to predi- 
cate my remarks with this statement: I do not intend to say what you or any 
of your officers are worth. You may be worth a great deal more than you are 
eetting. I do think, however, that whatever it is it should be specified in the 
contract with the government. That contract is for $75,000 plus a reasonable 
amount for expenses. 

Now, if nobody else will tell you I am going to take the liberty of saying 
that the popular opinion is you are drawing over $150,000. 


Sir Henry THORNTON: I wish it were true. 
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Mr. McGrsson: Well, I am just telling you what the public at large are 
talking about, and that you are living in a house for which you are charging 
$20,000 a year, in addition to your salary, and that public money is being paid 
out, at least railway money on behalf of yourself and directors, all of which 
should come out of their own private pockets; that is rank extravagance in 
the way of salaries all the way down from the top to the bottom, and that men 
are being retired at ridiculous retiring allowances, and that previous to. their 
retirement their salaries had been boosted go that they could retire at around 
$8,000 or $10,000 a year. . 

I am not going to take the time here to go into all the things. I have put 
a number of questions on paper there which will bring out the information that 
I am secking, but I think it is in the interests of the public that they should be 
answered, because they are talking about it every place, in other words, that the 
National Railways is a fertile field for graft, to use a common expression. I 
am not saying these things are true, but it is being said all over the country, 
and I do say it is in the interests of the National Railways and it is in the 
interest of the public to have this matter cleared up. I do not for a minute 
say this is true, but I have heard it said that your personal expense account 
has run over $100,000 a year. Personally I do not believe that. I do not mind 
telling you that the public are saying that. 

We cannot conduct an enterprise of this kind under suspicion. I think I 
am safe in saying that, and I think if a frank statement were made to the 
committee it would be in the best interests of all concerned. We all recognize 
that the job is a big job and we are not antagonistic to the success of the 
National Railways. It is twelve years since we took the railways over, and I 
know something of the controversy that took place at that time in regard to 
keeping the railway. As I stated here before negotiations were entered into at 
that time to sell the stock of the Canadian Northern to the C.P.R. That was 
stopped by the government of the day, and being interested as we all are in 
the welfare of the National Railways, and in the interests of the good name of 
the government, and in the country at large, a frank statement should be made, 
and those questions that are on the order paper should be answered. They can 
be answered confidentially as far as I am concerned; but the statement should 
be a clear one. Everybody seems to be afraid to say anything about it, but 
-] have taken the liberty, in your presence, sir, to say those things. I have 


nothing against you or against any of the Board of Directors or the railways; © 


but we are interested in this company, and we are interested in its success. 


Sir Henry THornton: I might say if you will permit me, Mr. Chairman, 
just this one thing: the officers of this company and myself have only one form 
of capital, and that is our reputations as railway officers. I venture the state- 
ment that none of us are rich men. Not very often are faithful officers of a 
railway office men of opulence. The only thing that we have to sell is our 
skill and our intelligence, whatever it may be, and our reputations. Certainly 
in the maintenance of those reputations, and in the maintenance of our repu- 
tations in the professional world, we would have no desire to pursue a course 
which could only be a stupid course, that is, the course of dealing with salaries 
of officers and subordinates in any other fashion than that which sound business 
judgment and a recognition of service and ability would indicate. 


The whole question, as I have tried to explain to the committee, was one 


which rests in the hands of the directors. The Board of Directors represents 
intelligent business men. There are many operations of a railway which must 
be left to a Board of Directors, and this is one of the things that has been so 
regarded in the past. 


Hon. Mr. Euter: Mr. Chairman, perhaps it is unfortunate that a debate 


of this particular form should go on. Dr. McGibbon_and I are very good 
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friends, at least I think we are, and I for one regret that we should use a phase 


such as “a fertile field for graft.” I have heard a few little more or less 


unimportant rumours, that possibly some of the executives are being paid higher 
salaries than should be paid. I have never at any time heard anybody say that 
the conduct of the National Railways provides a fertile field for graft, and 


~ I for one do not think that that is the general sentiment throughout the country, 


and I think that I should say that. It is a statement that if— 

Mr. McGrsgon: If those questions are answered it will clear the air. 

Hon. Mr. Evtsr: That is not so. It can only do one thing and that is to 
hurt the National Railways. I said the other day in the House that I had - 
absolutely no defence to make if it can be proven that there is gross extrava- 
gance in the management of the railways. It has, so far, not been proven, and 
surely it cannot be for the benefit of the public to make statements which will 
destroy confidence in the officers of the company. I really think that that 
particular expression in itself ought to be withdrawn. It can only do harm and 
I do not believe it is true. 

Mr. McGisson: Mr. Chairman, I do not mind withdrawing it. I think 
I made myself pretty plain. I am only repeating what everybody is saying. 
I asked. the question a while ago that the railway company or the executive 
refused to answer, I think unwisely. That has done more to create suspicion 
throughout the country than anything else, because if the answers were not in 
accord with the agreements with the government all they had to do was to say 
so. When they refused to say so the public were justified in assuming that there 
were agreements with regard to salaries which were not being lived up to. 

Sir Henry THornvron: If you will pardon me interrupting, I simply stated 
at that time that the Minister was away. 

Mr. McGipzon: No the Minister was here, Sir Henry. 


‘Sir Henry THornton: My recollection is that this question came up when 
the Minister was gone, and it was the decision of the committee that the matter 
should rest until the Minister returned. That is my recollection. 


Mr. McGisgon: I know exactly what I am talking about, and it is not 


right.. Those questions were asked on the order paper and they were delivered 


by the Minister himself in the House. 


The CuarrMANn: Just one at a time, please. Let me make this explanation 


‘ and it will-probably clear the air. The matter came up here and I made my 


_. Minister did return. I think that was all I said. 
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decision respecting it when the Minister was not here. Previous to that time 
the Minister had those questions in the House. Now, that is where we started 
from. . 

Mr. Hanson: And it was decided to let the matter stand until he returned. 

‘The CuarrMan: Some member of the committee said “your decision is 
contrary to the Minister’s decision. The Minister gave a decision in the House 
and you give a different decision here”. Now, the Minister is here and he can 
make whatever decision he likes. As far as I am concerned I am the Chairman 
of this meeting, and I want you to understand that I am your servant. I am 
in the committee as you want me to.do. 

Mr. Hanson: Sir Henry said that these answers were given in the absence 
of the Minister. In the first instance they were given by the Minister himself. 
He delivered the answers to the House himself. 

Sir Henry THornton: My recollection was that the matter was discussed 
when the Minister was not here and there was a suggestion made that the matter 
should stand over till the Minister returned. My own feeling was that I did 


not care to take any definite action one way or the other in the matter till the 


100 - SELECT STANDING COMMITTEE 


Mr. Beutu: I am only expressing my own personal views in this matter; 
but when I asked Sir Henry with regard to this question, if it had been brought 
to the attention of the new Board of Directors I had a certain specific reason 
‘n view for so doing. Certainly if we have a responsible government, and the © 
new directors are appointed, or have been appointed as we know they have 
been since this new government came into power, I should think that the Board 
of Directors of the Canadian National Railways in matters of this kind should 
be apprized of those questions that are in controversy at the present time first. 
And I would make a motion, if you consider it in order, Mr. Chairman, that 
the questions as submitted by Dr. McGibbon, and also the questions regarding 
the officers of the company which have been referred to in this committee, 
should be submitted to the Board of Directors of the Canadian National Rail- 
ways, and a copy of those minutes be submitted to the Minister of Railways, - 
then if in their judgment this information should be submitted to this com- 
mittee, why, then, that course should be followed. 


The CHatrrMAN: Before the motion is put, you all understand how this 
matter came about. I have made a ruling. Now, the first thing, in my judg- 
ment, that you must do is to get rid of that ruling. That is my opinion about 
the matter. Do not sidestep it by another motion that does not get us anywhere. 
The point is this: I have made a ruling, and if the ruling does not suit you then 
rescind it. It is your meeting not mine. 

Mr. Hears: Will you kindly explain what that ruling 1s. 

Mr. Gray: I raised the question then, Mr. Chairman, Mr. Pouliot had asked | 
some questions, and they had been referred as an order for return to the Minister, 
and had not been answered. Mr. Pouliot came into this committee, and | think 
the committee decided that having been placed before parliament therefore this 
committee should not deal with those questions. I raised the point then that 
Dr. McGibbon’s questions—and Mr. Euler immediately followed me—had been 
before parliament and, while through the Minister they would not be answered 
we contended that, therefore, parliament had answered them, and that Dr. 
McGibbon’s questions were exactly in the same position as Mr. Pouliot’s if Mr. 
Pouliot’s were not to be answered, that Dr. McGibbon’s should not be answered 
while Mr. Pouliot’s still were an the order paper. Dr. MecGibbon’s had been 
answered by the Minister and, therefore, we were subservient to parliament. I 
think then Mr. Heaps or Mr. Hanson raised the question, that having been before 
the Minister we should leave the matter in abeyance until the Minister returned. 

I still contend that they are in the same relative situation as Mr. Pouliot’s, 
that they have been before parliament and parliament has stated the situation. 


The CHAIRMAN: I have no objection to the way Mr. Gray puts the matter 
before the committee. The stand I took was that Mr. Pouliot’s questions and 
that Dr. McGibbon’s questions were not on all fours, that Mr. Pouliot’s questions 
had been actually answered or were in the way of being answered by parliament 
itself, and that the questions of Dr. McGibbon had not been answered at all, 
and it had been represented during the absence of the Minister that the Minister 
had answered them, whereas as a matter of fact all the Minister had done was 
to submit the questions to the Board, and the answer came back from the 
Board that to answer them was not in the public interest. That was the position 
you took as far as the Minister was concerned, and he was not here. I simply 
made the ruling that in respect of those questions that had reference to current 
business of the company they would not be answered; but any questions that 
had reference to the previous year’s business would be answered, and in that. 
catagory came the question of salaries, and I intimated to the committee that 
inasmuch as the President had an agreement with Parliament in which has 
salary was well known to everyone, it appeared to me to be reasonable that 
any information respecting the salaries of the under officials should be forth- 
coming. 
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That is the position I took. I made the ruling based upon that, and I just 
simply say this, that if that ruling does not suit the meeting you know how to 
change it. 

_ Hon. Mr. Eviter: May I say that no one has suggested disobeying a 
ruling of the Chairman. The questions, I take it, were submitted by Dr. 
McGibbon. Now, a suggestion has been made by Mr. Bell that the questions 
be submitted to the Board of Directors of the Railways. Perhaps Dr. 
MecGibbon is quite content with that solution. 

Mr. McGrspon: I am not. 

Hon. Mr. Evutrer: Well, that is pretty definite. I was just going to say 
this further: While there may have been some—I might use the word— 
suspicion as to the former board that was appointed by the late government 
of which I happened to be a member, I have nothing to say with regard, to 
that; but you have now an entirely newly constituted Board in which I would 
expect the present government at least to have some confidence, and if they 
have that confidence why should not those questions be submitted to them. 
The President has already told us that the question of all these salaries of 
higher officers must be passed upon by the Board. That clearly indicates they 
surely are entirely responsible for the whole scale of salaries, and if there is 
any suspicion that the salaries are too high surely this is a question which, 
suspicion, if you like, should very fairly be presented to that Board of Directors 
for consideration. It seems to me that is a very fair suggestion. 


Sir EucmNE Fiser: Sir Henry has made the statement here that his own 
salary has been fixed by order in council plus certain emoluments. He has 
also stated that he was given certain other allowances which received the 
approval of the Board of Directors of the Canadian National Railways. He 
has also stated that these allowances, as fixed by the Board of Directors of 
the Canadian National Railways, have been approved by the Privy Council, 
as a matter of fact, or by the government. 

Sir Hpnry THornTon: I did not say that. I said it was within the 
‘knowledge of the government. 


Sir Euchne Fiser: That is exactly what I wanted to know. Then Sir 
Henry said that the fixing of those salaries by the Board of Directors, was 
known, let us say, to the old administration. May I take it that the present 
schedule of salaries that are being received by Sir Henry Thornton himself and 
by the high officials of the Canadian National Railways have been submitted 
to the Minister of Railways for his information. I mean the present Minister 
of Railways. 

Hon. Mr. Manion: The salaries of the management have never officially 
been before the Minister of Railways or the government. I may say that 
personally I know something of them; but that is personal. So far as officially 
goes they have never been before the Minister of Railways or the government. 


Hon. Mr. Euter: You do not include the salary of the President. That 
is fixed by the government. 


Hon. Mr. Manion: That is before the Minister of Railways and before 
the government as it is before you, because it is a public document which was 
_ passed by order in council I think, in 1928. That, of course, is public property ; 

but the present government has had no discussion at any time dealing with 
the salaries of officers of the railway. 

As Sir Henry pointed out, it is absolutely correct that the salaries of himself 
_ and his officers are largely fixed by the directorate. It is true that originally 
the late government made an arrangement with him at $75,000 a year and— 
Dr. McGibbon expressed it correctly, “legitimate expenses”, some word meaning 
that,—I do not know that I should even give the figure, but a figure was decided 
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on as legitimate expenses. That is public property because the late government 
passed it by an Order-in-Council. I am informed that there was no necessity 
for that, that generally speaking the directors of the company have control of 
the salaries themselves, and they do not necessarily need to come before the 
government at all. 

The only reason, may I say, that such a discussion as this takes place is 
because of the condition financially of the Canadian National Railways. If the 
Canadian National Railways were in a position that it did not require gauran- — 
tees of vast amounts or cash assistance from the government of Canada, then I 
should say that the question of salaries would never get before a committee of 
this kind at all, because we would not have anything to do with the estimates 
of the National Railways. They would handle those as a private company 
would handle its estimates; but in view of the conditions that have existed, in 
view of the fact that the government of Canada for the people of Canada has to 
either guarantee or supply immense amounts of money, then naturally I presume 
it is right that the members of parliament should question so far as it is 
ethical to question. 

Since I have been brought into the discussion—I did not intend to say this, 
but perhaps I had better make my position clear to the committee—I have read 
the reports of the committee. I might perhaps apologize now to the committee 
for my absence, but it was due to illness in my family that prevented me from 
being here. The committee met all last week in my absence. I was quite 
agreeable to that and I wired the Chairman to that effect. However, I have read 
the reports of the committee, as I say, rather hurriedly I admit; but I have read 
every one of them and the committee, to use a colloquialism passed the buck — 
on to me in regard to Sir Henry Thornton’s salary. 

I am only a member of this committee just the same as my friend Mr. 
Euler or Mr. Gray or Dr. MeGibbon, or any of the other members of the com- 
mittee. It is true I am minister of railways and in that way I am in closer 
contact with the business of the Canadian National Railways than the other 
members, and possibly have more knowledge of the business of the railway; but 
having passed the responsibility to me, to use a better term, I am going to pass 
it back to the committee in this way: that so far as getting the details of Sir 
Henry Thornton’s salary are concerned, or the salaries of his officers, this com- 
mittee will have to decide themselves how it shall get this detail. In other 
words, if necessary it will have to vote on what they get, and I am willing to 
take my position and vote with the rest of them. 

So far as Sir Henry Thornton’s salary is concerned, he stated here this 
morning that in addition to the $75,000 and the legitimate expenses which he got 
by agreement with the late government, confirmed by Order-in-Council and 
passed by the late directorate, I understood him to say—I may be wrong—that 
so far as he remembered the ‘subject of salaries had not been discussed by the 
present directorate. I may be wrong but I understood Sir Henry to say that. 


Sir Henry THorNTON: That is correct. 
Hon. Mr, Manion: By the new directorate. 
Sir Henry THornton: The question was never raised at any “Boned meeting. 


Hon, Mr. Manton: So that is perfectly clear. He stated as well that he is 
getting other emoluments, fees, call them what you will; that through an arrange- 
ment with the late directorate he is given other fees or emoluments in addition 
to what was arranged in agreement with the late government. 

Now, as to whether all this should be made public or not, I suppose it is 
more or less up to me to give my personal opinion. And I am not afraid to 
give my personal opinion on the subject, and I am going to give it here. My 
feeling is that so long as the government of Canada for the people of Canada 
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have to put up vast amounts of money, or guarantee vast amounts of money, 
_ and take, therefore, the responsibility of these vast amounts of money—and 
_ remember that the money advanced at different times for the National Railways 
_ plus interest and the guarantees of the government of Canada for the National 
_ Railways amounts to more than the whole cost of the war—now, I am saying 
_ this just because it is a very serious situation, involving the immense amounts 
of money which the government has had to put up, or guarantee, and is, there- 
_ fore, responsible for,—it seems to me that it is legitimate to deal with the 
_ salaries of particularly the higher officers of the company. That is my opinion. 
_ So far as I am concerned, I can see no harm done to the company by disclosing 
_ those salaries to the public, and I agree with Dr. McGibbon thus far. I have 
_ had people come to me—and I will admit quite frankly that the statement was 
absolutely untrue—and say that they understood Sir Henry Thornton was 
getting $300,000 a year. I have had that put to me on two or three different 
_ occasions. I personally have heard other statements made that were not true 
_ just as that was not true. I know that is not true; but I have heard statements 
> made like that, and because of that I feel that perhaps it might be well to 
_ Clear the air. However, I am only one member of this committee. The only 
_ reason I express that opinion is because the committee put it up to me and I 
am giving it back to them. I am not going to suggest to the committee what it 
_ should do. The committee can do as it likes. This committee can either do as 
_ was suggested by Mr. Gray and Mr. Euler, at least pass it back to the direc- 
_ torate, or they can insist on getting the salaries; but they have to decide. I am 
- ngt going to decide for them. I am a member of the committee and, as I have 
_ said, in view of the immense amounts of money involved, in view of the 
_ financial liability of this government which is in power, and of the late govern- 
- ment when it was in power, and any future governments, because this will 20 
_ on for a long time, it is quite right, in my mind, that the members of Parlia- 
_ ment in Canada should look into the affairs of the company pretty thoroughly, 
_ and should not thereby be accused of being enemies of the National Railways. 
_ J deny absolutely that I am an enemy of the Canadian National Railways. I 
am too good a Canadian to be an enemy of the Canadian National Railways, 
and anybody who is an enemy of the Canadian National Railways is not a 
_ good Canadian. I do not think a man should be classed as an enemy of the 
_ Canadian National because he wants to get some detail about the vast amounts 
_ of money that are being handled. Remember, the National Railways handle 
- something between $200,000,000 and $300,000,000 annually, and in 1928, as Sir 
_ Henry will support, they took in $304,000,000. That was the operating revenue 
- in 1928, an immense amount of money. Not only an immense amount of money 
- such as that, but the government has either to supply or guarantee vast amounts 
of money, and, therefore, I think that people are quite right in demanding infor- 
mation of all kinds about the National Railways without being branded as 
unfriendly to that railway. And I certainly resent any imputation that this 
_ government, or any member of the government, is anything but friendly dis- 
posed to the Canadian National Railways. My ambition is—and I have 
expressed this to Sir Henry Thornton—that perhaps before this government, goes 
out of power the Railway will once again be on a good financial basis. To-day 
it is not, largely due to the depression I admit; but to-day it is not in that 
_ position. It is in a rather serious position. All railways are, but the National 
_ Railways particularly a little worse, a good deal worse, perhaps, because of its 
origin and its general make-up, and because of the building of two transcon- 
_tinental railways which should originally have been one. That is, to a large 
extent the truth. I have only tried to make myself clear. 
--  _ Hon. Mr. Evuter: Mr, Chairman, when my good friend the Minister made 
his statement with regard to enemies of the National Railways he was looking 
rather hard at me. 
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Hon. Mr. Manton: I like you; that is why I was looking at you. 

Hon. Mr. Evter: I know I made a statement in the House the other day 
*n which I mentioned something about enemies of the National Railways, and 
I want to assure this committee that I absolutely did not have in my mind any- 
body so far as the government particularly is concerned. I want to make this 
clear, if I may say so, in this committee, that there have been attacks made, or 
an attack, but we surely do not want to introduce policies into those deliberations, 
but because it has been made by certain members of the party against the 
Canadian National Railways, and if it indicates enemity on the part of the 
government, then I hope it will be made quite clear that it is not the case. The 
Minister made it abundantly clear that certainly he is not and the government 
is not opposed to the railways, and that is a good thing it was said, because the 
National Railways have some enemies, perhaps not in this room; but I think 
it is just as well to make it plain. I have nothing more to say. I think the 
thing that is absolutely at stake, so far as the principle is concerned, is whether 
you want the public at large throughout the whole of Canada to know what the 
salaries of the President and his chief executives are. Personally, I can see some 
reasons where it might not be good for that information to be given out, and I 
am not going to deny that members of Parliament, generally speaking, have a 
right to go and get full information about the conduct of the railways, or any- 
thing for that matter in which the Dominion’s moneys are invested. I think 
the thing can be carried too far. I do not want to be classed as extravagant, 
but even if some of the salaries are unduly high I do not think that in the 
whole scheme of things in connection with the National Railways, involving 
hundreds of millions of dollars, it amounts to a hill of beans and certainly is 
not worth while in view of the effect it may have throughout the country in 
destroying confidence in the National Railways. We all know that rumours are 
going on throughout the country, most of them false, certainly the one about the 
$300,000 is so grotesically false that it is hardly worth while considering. 

Mr. McGrpson: Are you sure about that. 

Hon. Mr. Evter: Yes, I am sure about that. 
Mr. McGreson: What is his salary. 
Hon. Mr. Evier: $75,000. 
Mr. McGrsson: Is that all? 
Hon. Mr. Evurr: As far as I know, yes. 
Mr. McGrszson: Well, then don’t say if you don’t know. 
Hon. Mr. Evtrer: Don’t say if you don’t know either. 
Mr. McGippon: You are making a positive statement. 


Hon. Mr. Evuer: As far as I know his salary is $75,000. I was a member 
of the government that fixed that salary. I do not know whether other small 
salaries are being paid. Do you know? I deprecate this idea of hearing 
rumours and spreading them around. I heard a gentleman the other day say 
‘T have heard so and so and I am going to tell it to my constituents, I am 
going to tell it wherever I get an opportunity.’ I say that is absolutely wrong, 
and I say that anybody who does that is an enemy of public ownership. 
Imagine me if I heard a rumour about you, Mr. Chairman, or about the Minister 
of Railways, or about Dr. McGibbon, going out and spreading it broadcast 
throughout the country. If I print. it in a newspaper I would be a proper 
subject for libel. Men that do that are no friends of the National Railways. 

Mr. McCtszon: I do not purpose sitting here being lectured by a member 
of this committee. The information that I asked for I had a right to ask for. 
I represent 40,000 shareholders of this company, and if the information was not 
true, if what I asked about Sir Henry Thornton’s salary was not true, then all 
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the government had to do was to say so, and if it was just as the Order in 


_ Council said, $75,000, all the government had to was to say $75,000 and that 


would end it. The fact that they would not say that leads this country rightly 
to assume that he is getting more and, as I say, I do not purpose sitting here 
being lectured by the honourable member from Waterloo. If it is not true 
why don’t they say so now. Here is the place to say so. As a matter of fact, 
everybody knows that it is not true. 

Mr. Gray: I wish to thank the Minister for the very frank statement that 
he has given to this committee to-day, and in dealing with this particular 
subject, and having in mind what has been raised this morning and what has 
generally been discussed, I should like to call to the minds of the members of 
the committee the very fair and frank questions placed to Sir Henry Thorn- 
ton which I take it deal not only with the general conduct. of the railway as 
a whole but also the question of salaries from the highest to the lowest officials, 
and questions of economy from the top to the bottom. 

Mr. Hanson raised the question as to whether the management, Sir Henry 
Thornton and the Board of Directors were cognizant of the very serious condi- 
tion in which this railway and the country was at the present time, and Sir 
Henry dealt there and then with that very much at length. It is on the record - 
where he stated that the management were cognizant, of conditions, and that 
‘they were dealing at this time with that subject. I take it to mean that they 
are dealing with the matter as a. whole, including salaries. I noticed just 
recently where the superintendent of one of the departments of the railway 
had passed away and that that position now remains open, no longer to be filled, 
a question of economy no doubt. To my mind, the question raised by Mr. 
Hanson and the answer given by Sir Henry Thornton should give complete con- 
fidence to this committee and the country as a whole. 

I think that Mr. Bell has raised a very, very fair question here— 


Sir Henry THornton: May I interrupt you just long enough to say that 


17 did propose, and will in the course of this meeting—submitting to each member 


of the committee substantial documentary evidence of what steps have been 
taken to control expenses and to deal with the questions to which Mr. Hanson 
referred. It is well enough for me to say that we are cognizant, and you will 
see there tangible evidence that that was a correct statement. I have this 
tangible evidence here which I intend to submit. It is on the table. We intend 
io submit all of those documents to the members of the committee, and while 
the documents will be voluminous, I hope each member of the committee will 
at least in a cursory way examine the documents, because I think on the face 
of them they will carry conviction with respect to the truth of the statement to 
which I have just referred. 

Mr. Gray: I thank you, Sir Henry, for those remarks. That is about all, 
therefore, I have to say on the subject, Mr. Chairman, except this; having been 
a member of this committee for a number of years there has always been com- 
plete harmony and uniformity with the procedure of this committee and we have 
_ been unanimous in all our decisions, and I would like to see—I know all of us 
would like to see that we should go out of this committee unanimous, that we are 
not divided on this subject in any way whatsoever. 

S Mr. Hanson: Mr. Chairman, if I may be permitted I should like to say 

this to Sir Henry, very frankly that I am delighted he is going to give us in some 
concrete form the evidence of his desire to meet what I think are the wishes of 
the committee, namely, to show us that he is struggling with this stupendous 
composition that lies before him. I had no other object in bringing the matter 
before the committee except to impress upon them that in my mind, at all 


events, the situation is very serious, and to get an expression from the manage- 


ment that they are seized with the seriousness of the situation and are grappling 
with it. 
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May I say further that I thank the Minister of Railways for the unequivocal 
stand which he has taken in respect to this matter. I do not think that it is a 
matter of idle curiosity at all with respect to the question of salaries of execu- 
- tives. As to the legal position, I have no doubt that representing the share- 
holders of this country we are entitled to the information asked for. Sir Henry’s 
own compensation is a matter of contractual relationship and a public docu- 
ment, and I am not questioning the amount of Sir Henry Thornton’s salary, 
and I do not think that big business men in this country or men who are seized 
with the importance of big business are questioning it either. I can say this, 
without-any undue egotism, that I have had a good deal to do with big business 
in this country and I know something of the salaries that are paid to big execu- 
tives. I am not saying that Sir Henry Thornton’s salary is too much. But 
while I am on my feet I would like to say this that I believe it would be a better 
line of policy if the Railways would be frank and tell the country just what 
those salaries are. Those who have been accustomed to dealing with big things 
will say that they are perfectly all right. The man who is dealing with picayune 
things will criticize always. 

I would like to say to my friend Dr. McGibbon that I regret that he used 
the phrase he did. I do not quite agree with him. I never heard that the 
National Railways was a fertile field for graft, and I would not like that to 
eo on the record. What I think he does mean is that there is a suggestion in 
the minds of the public that there has been a good deal of extravagance in the 
past. Perhaps there probably has been, but I venture to say under the pressure 
of present-day circumstances that that day is passed. I venture to say that 
the very pressure of circumstances will end that sort of thing, if it ever existed, 
and I do not say it has. 

With regard to Mr. Bell’s motion, that is a dilatory motion, a sidestepping 
of the situation. Let us vote one way or the other. 


Sir Henry THorNtTonN: Mr. Chairman, may I just say this: In so far as 
this whole salary position is concerned, in so far as my own compensation 1s 


concerned it is:not a source of anxiety. What happens to me with respect to. 


this railway is of relatively small importance; but what I do have at heart very 
much is the real welfare of the company and what has happened in the past— 
and I will give you one or two instances, if you will bear with me, when the 
salaries of efficient men are made known, the salaries of men who have estab- 
lished themselves in the railway world as men of outstanding ability in their 
particular line. It sometimes happens that they are immediately approached 
by other companies and an effort is made to get them away from the Canadian 
National Railways. As far as my own salary and allowances are concerned I 
do not care about them. My only reason for objecting to making them known 
was because it carried with it the essential precedent of doing the same thing 
with respect to any other officer in the service of the company. 

Within the last two months one of our most valued officers, a man whom 
I considered to be the best man in his line in the whole railway world, was 
offered a post with another company at a higher salary than he is getting with 
us. Well, happily he decided to remain. A year or two ago one of our officers, 
again a man for whom we all had the most respect, and whom we could have 
only replaced with the greatest difficulty was tried to be induced away from us 
by another railway company. In one case it was a private enterprise, not a 
railway company that wanted the services of the first officer to whom I referred. 


In the case of the second officer to whom JI referred it was another railway. 


company. | 

Now, in an enterprise of this size there must be certain information which 
it is repugnant to the interests of the railway company itself to be disclosed. 
I am not speaking about myself at all. Never mind me. It does not matter 
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_ whole matter was left to the selected representatives of the government, that is 
to say, the Board of Directors, in the hope that they would deal with the 
thing and deal with it properly, and they have done so up to the present time. 

Do not misunderstand the statement that I have made. I am speaking 
about all the officers of this company, and let me say—and I mean this in no 
disrespectful way—it is exceedingly distasteful to me after all the years that 
_ I have put in with this company and I think that some of you may be agreed 
that I have at least not been lacking in industry but it is exceedingly distaste- 
ful to stand up here and be put in a position such as this. I would rather not. 

I would rather leave it to the board of directors. I am now simply speaking 
_ with respect to the officers of the company and not myself. 


= Mr. Heaps: I would like to say a word. We have been discussing this 


our work here will have been of very little value. Supposing a statement is 
- given out by an official of the company stating what the official’s salaries are, 
- are we in a position to say whether it is a right thing or a wrong thing. The 
only way in which I can form an idea as to whether the salaries being paid 
are sufficient or too much for the character of the work that is being performed 
is by having a comparative statement of salaries being paid for similar 
_ positions for a similar class of work. We have the statement here this morning 
from Sir Henry ‘that other people are receiving somewhat similar salaries as 
m hie is receiving. I de not know how that applies to the other officials of the 
company. Sir Henry made the statement that some of the higher officials 
of the company have been induced away from the service of the Canadian 
- , National Railways by the offer of higher remuneration. 

as . Sir Henry Tuornron: I might interrupt you, Mr. Heaps, to say from 
~ my own knowledge of the wages and salaries paid on other railroads, the 
_ Salaries of all of our officers are in keeping with similar emoluments elsewhere. 
In fact I have been at some pains in the past to enquire from those who know 
_ what salaries were paid to the Vice-Presidents, the Chief of Motive Power, 
the General Managers, and people of that sort, and naturally I have had to 
_ do that if I was going to fulfil my own responsibilities. Most of those salaries 
come before the Board of Directors in the form of recommendations from 
ae myself as to what they should be. I have got to satisfy myself from inquiry 
as to what the going wage is, what the going salary should be for certain 
_ responsibilities and for certain positions, and that I have done. I ean only 
say that the salaries that our officers receive—and incidentally I might say 
_ that their responsibilities are of a very°difficult and delicate character, having 
_ regard to the public ownership of those railways—and I do not want you to 
_ misunderstand me when I speak of that responsibility of our officers; but their 
_ responsibilities are not lightened because of these public functions, or because 
_ of the railway’s public functions, and its public ownership. It requires judg- 
_ Ment, it requires tact, and it requires a great many things which an officer 
_ Of a private railway is not called upon to exercise. He goes ahead and does 
what he pleases and he is only responsible to his particular chief. I do not 
_ complain about that; I have no objection to it. It is the exigencies of the 


_ situation. But here is just an example: The principal officers and myself were 
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here most of last week and will be here most of this week and I do not know 
how many more weeks; but we are here answering questions, giving the best 
of our intelligence to the questions that have been asked. That is not a 
thing that happens to an officer connected with a private railway. Under- 
stand, we do not object. We realize it has got to be done; but I do want to 
make clear to this committee that the responsibility on the officers of this 
company is, as I put it, not lightened by its public ownership feature, and 
my own desire is to protect in the interests of the company——-I am not talking 
about my own salary at all. I will come and I will go and it won't matter 
very much; but it does matter a devil of a lot what happens to this railroad 
as far as the general run of its officers are concerned. : 

Mr. Heap: I think when we sit here as a committee and questions are put 
to the officers of the company we readily realize how much more difficult it is 
to run a publicly owned utility. I am satisfied that had this been a meeting 
of directors or shareholders of a privately owned concern a good deal of the 
information asked for would not be available to the shareholders of that 
corporation. However, there seems to be a general idea that something should. 
be said or given out in regard to the salaries of the officials. The whole question 
boils down to this: It has been suggested by Mr. Bell that it should go back 
to the board of directors of the company and should be considered carefully 
there. On the other hand, Dr. McGibbon probably wants some other method, 
and I think it perhaps might be the best thing if this matter were referred to 
say a committee composed of men who are not directly responsible to this 
committee here. I think perhaps it might be proper, Mr. Chairman, if a small 
committee say of this committee could go into this question and report back at 
some future time. I think it cannot very well be done by questions and cross 
questions, and I would suggest at small committee comprising five members of 
this committee, including the Chairman and the Minister along with three other 
members to be chosen by the Minister himself, I think probably this whole 
question could be considered and dealt with to the satisfaction of all concerned. 

I will be glad if Mr. Bell will incorporate that in his motion in place of 
referring this thing back to the Board of Directors. 


Mr. Bei: The other day when you gave your ruling one of the reasons you 
gave was that you had attended enough shareholders meetings to know that 
they were entitled to this information. Now, the situation, sir, is this: As we 
all know the shareholders get their information from the Board of Directors. I 
asked Sir Henry Thornton this morning had the new Board of Directors of the 
Canadian National Railways received this information regarding this particular 
matter and he stated that they had not. Dr. Manion, Minister of Railways, tells 
us that he had not in an official way received the information either. 

It comes down to this, that we are discussing a question here, first of all, 
that has not been put before the present Board of Directors. Personally, when 
Mr. Hanson says that this is dilatory I cannot for the life of me see where he 
gets the use of that word regarding this motion. I want to know what the 
opinion of the present Board of Directors is regarding the salaries of the 
Canadian National Officials at the pres€nt time. The second thing I want to do 
is to discuss the officials’ salaries and to get in an official way what these salaries 
are, and for that reason I am putting the motion before the meeting. I am not 
trying to keep back Dr. McGibbon’s questions. I am trying to get the infor- 
mation for him, but I think it should come in an official way and it will be 
handed back to the Minister of Railways, and if on the floor of the House we 
want to make a political football of this thing, well, let us all get in. ! 

Hon. Mr. Euter: Just to get the matter clear in my own mind, is it your 


suggestion, Mr. Bell, that all those questions submitted by Dr. McGibbon be 
submitted to the new Board of Directors? 


ce 
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_ + Mr. Bett: No. My motion was to this effect that these questions be 
submitted to Sir Henry Thornton who will submit answers to them to the Board 
of Directors and the Board of Directors will in turn make their report and 
give answers to them to the Minister of Railways and then the information 
1s open to any member of Parliament who has not the information, to-ask for it 
on the floor of the House, or if the Minister prefers, he can give the information. 

Mr. Hanson: We are either entitled to the information here or we are not. 
Let us settle the question and get on with something. We are only going 
around in circles. 

, Mr. Heaps: I move that the question of salaries and emoluments received 
by the officers of the Canadian National Railways be referred to a sub-com- 
mittee of this committee comprised of five members. 

Hon. Mr. Evurr: I will second that motion, Mr. Chairman. 

The CHatrMAN: I was somewhat in doubt as to whether this committee 
would have the right to appoint a sub-committee; but paragraph 616 of Beau- 
chesne’s Parliamentary Rules and Forms reads as follows: 

“Although it is not competent to a Committee to divide itself into 
sub-committees, it does not seem to be imcompatible with this principle, 
for a Select Committee to avail itself of the services of its members, 
individually, or in the form of sub-committees, for the doing of many 
things connected with the business of the Committee, which do not 
involve a delegation of authority.” 

Would you put that motion of yours in writing so that I can have it? 
The member does not mention any names for this committee. 
— Mr. Heaps: I will name them if you wish. 
) The CHarrMan: It has been moved by Mr. Heaps and seconded by Mr. 
Euler that the question of salaries and emoluments received by the officials of 
the Canadian National Railways system be referred to a sub-committee of five 
for consideration and report. 

Mr. McGrsson: I do not want to be intruding on the committee but I 
want to impress on the committee again that all this controversy is simply ' 
going to make the public more suspicious, and rightly so. I will just leave it 
at that. It is just a subterfuge. 
| _Mr. Haars: I very strongly object, Mr. Chairman, to the use of the term 

“subterfuge”. 

- The CHAIRMAN: I will ask the gentleman to withdraw-the word “subter- 
fuge.” I will submit in its place the word “ circumlocution.” I am not particu- 
larly in favour of this motion, but at the same time I am your Chairman. There 
is the ruling that I made and I would like you to discard it, get rid of it. How- 
ever, I am willing to accept this motion and put it to your good judgment. In 
accordance with the motion 1 would name the following gentlemen to act 

upon the committee;—Mr. Euler, Mr. Hanson, Mr. Heaps, Mr. McGibbon 

and Mr. Rogers. 

Mr. Hanson: I think the Chairman and the Minister of Railways ought 
to be on the committee. As far as I am concerned I do not care whether I 
act or not. 

The CuatrMan : Of course, some of you always want to pass the buck 
to someone else, and what gets me is this: that I made a ruling that I thought 
was fair and you have disregarded it by circumlocution, 

¥ ald Hanson: No, we did not, we just delayed it till the Minister got 
S back:- 

‘The Cuarrman: It is moved by Mr. Heaps, seconded by Mr. Euler that 
the question of salaries and emoluments received by the officials of the Cana- 
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dian National Railway system be referred to a sub-committee of five for 


consideration and report, and the five who will act on the committee are 
Messrs. Euler, Heaps, MeGibbon, Hanson and Rogers, 

Hon. Mr. Euter: I have no objection to acting on that committee but 
it looks as though Mr. Heaps and myself were putting ourselves on the com- 
mittee. 

The CuarrMan: I made it quite clear that Mr. Heaps did not name any- 
body at all, and inasmuch as the four or five I have named have been the ones 
to shift the burden onto someone else I am going to put upon them the responsi- 
bility of getting down to work. 

Mr. McGisson: I do not think you should include me, I have not tried to 
sidetrack it. | 

The CuHarrMAN: You have certainly taken an active part in a certain 
position on this. I do not want to cast any aspersions on anyone, and I am 
asking those who have taken part in this to help us get rid of it. I think the 
easiest way would have been to meet the situation right in its face in the first 
place. I tried to do that. What is your pleasure regarding the motion? 


Motion carried. 


Sir Henry THorNToN: Mr. Chairman, following what I said to Mr. Hanson 
a moment ago, I shall ask one of the clerks to distribute the documents which 
accompany what I am about to say. I am sorry these documents are so volumin- 
ous, but it is quite impossible to present the case conclusively without them. 

Now, Mr. Chairman, these documents represent the operating budget for 
the month of March, 1931. I am reading from this larger book here. As I said 
before, I am sorry these documents are so voluminous, but I cannot explain the 
situation to you without giving to you all of the information we have; and might 
I also say to members of the committee that there is naturally, a great deal of 
information here which is relatively confidential, that is, it relates to the inner 
workings of the railway itself; it represents steps which the company’s organiza- 
tion has taken, which the officers at headquarters, the vice-presidents and my- 
self have evolved to control expenses. 

Taking this larger book, it represents the minutes of the regional and 
departmental budget meetings. As I said before, this is merely for the month 
of march. I might have selected any other month, but this happened to be the 
month that was easily available, and furthermore, the month for which we have 
row the definite final figures. 

At each one of our regions, about the 18th of the month, as I explained to 
you before, a meeting is held by the operating officers of the region to discuss 
their budget for the following month. The first meeting happened to be the 
regional meeting of the central region. The officers present were, the general 
manager who presided, the chief engineer, general superintendent, M.P. and Car 
equipment, general superintendent of transportation, regional auditor, general 
storekeeper, assistant freight and traffic manager, general passenger agent, 
assistant to chief engineer, chief travelling accountant, general superintendent, 
district engineer, superintendent of transportation, chief clerk, general superin- 
tendent, assistant engineer, general superintendent, district engineer, manager of 
electric lines, and the manager of the car ferries. In other words, there were 
present at that meeting, all of the officers of that region who were responsible 
for expenditures. Then, you will see that there follows a discussion. For 
instance, the managers read a statement of revenues and expenses for the month 
of January, 1929, which, compared with the estimate for the same month, re- 
flected that the revenues had been over-estimated to the extent of $438,081 of 
which $363,940 was in freight, $10,735 in passenger, and $42,365 in express. 
Expenses were over-estimated to the extent cf $455,026. In other words, that 
meeting started off generally with an examination of the previous months per- 
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= formances; and then there follows right through—I shall not undertake to read 
it for you, but if you will examine it at your leisure you will see there was dis- 
— - cussed freight revenues, passenger revenues, and then we come to the general 


comment and discussion of expenses. 

‘Mr. Hanson: The red figures indicate the deficits over the estimates? 

Sir Henry THorntTon: They represent decreases. 

Mr. Hanson: Decreases? 

Sir Henry THORNTON: Yes. | 

Mr. Hanson: All right, that is better. 

Sir Henry THoRNTON: Now, I am not going to attempt to read this whole 
manuscript through. You will find in it the regional meeting of the central 
region, the western region, the Grand Trunk Western, Central Vermont, in fact, 
all our property including express department, telegraph department, hotel 
department, and subsidiary companies. In other words, this document reveals 
that the responsible officers of the company in their respective territories sat 
down and thoroughly and carefully examined first the performances of the pre- 
ceding month to see to what extent they had over estimated or under estimated 
both revenues and expenses. Every item was discussed in the outmost detail. 

Now, at the end of that meeting, officers of that region drew up this 
monthly budget: that is, the budget for the following month, with their recom- 
mendations and how ran money should be allotted to one First, how much 
money would accrue in the way of gross revenue, and secondly, what money 
should be allocated for the different items of expenditure. All of those budgets 
are then examined at Montreal, headquarters, by the respective vice-presidents 
and myself, together with the director of statistics, who is specially charged 
with this kind of work, and as a result of that examination, we authorize, 


prior to the first of the month, each region with respect to those expenditures. 


Now, I will ask you to take this little book. That book represents a 
synopsis; it represents the conclusion reached on all that data. In page one 


you find a discussion of the situation— 


Effective with the month of January 1931, the budgets have been 
prepared in a manner to more clearly outline the results of the different 
departments and regions comprising the Canadian National Railways. 

It outlines the different departments in the regions comprising the railway 
system, and it gives the expenses of the whole system right through. 

Mr. Hanson: It is a consolidation of the other? 

Sir Henry Tuornton: This little book represents a consolidation of the 


larger one. Then, at page two, you find the budget set forth for the month 


of March. Now, that was the budget which was finally authorized, which the 
regions were authorized to follow after the discussion between the vice-presidents 


and myself, at which we determined what the expenditure should be as nearly 


as we could arrive at it. You will see the first item is the budget for 1931, 
and the actual for 1930. 

Mr. Hanson: Of that month? 

Sir Henry Tuornton: Of that month. In other words, we estimated 
that for the month of March our gross revenue would be $13,606,110 as com- 
pared with $17,162,982 for the same month last year, and then we allocated 
the expenses, and you will see that the maintenance of way and structures, 
maintenance of equipment, traffic, transportation and so on, until you come 
to the total railway operating expenditure, which was budgeted at $13,265,380 


as compared with $14,885,581 actual in March 1930. That is to say, it repre- 
sents the amount of money which we authorized the regions to spend as [ar 
as those expenses were controllable; and you will be interested, if you will 
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look on the last column of that sheet, to find the budget for the month of 
March 1931. That is divided between the Canadian National Express, and 
Canadian National Telegraph, hotels and separately operated properties, and 
finally we get to the last two columns in the sheet which give us the summation 
of the whole system. 

Mr. Hanson: It is across over here. 

Sir Henry THornton: The last sheet. That is, for the system, the last 
two columns are the system, made up of these different items which precede it. 
Then, you turn over to the next page. 

Mr. Hanson: It is very comprehensive, I should say. The total is 
$13,606,110. ; 

Sir Henry TuHornton: The principal thing I want you to turn to is 
page 11, at the bottom of the page. If you look at page 11 you will see how 
closely it is worked out. If you look at the last two columns you will see the 
general beading is “Total-system”, and under that heading you have two 
columns, one called “budget” and the other called “actual.” Now, the first 
column represents the estimate which was made of gross earnings and expendi- 
tures, and the second column headed “actual” indicates what did actually 
happen. From that you will see in that month the gross revenue for the 
system was estimated at $14,393,767, and the actual result was $14,424,219. 
In other words, we estimated our gross revenue within $25,000 of what actually 
happened. 

Then, when you come to the expenses, you will see that we authorized 
$2,223,451 for maintenance of way and structures: the actual expenditure for 
maintenance of way and structure was $2,217,152. In other words, in the latter 
part of February of this year we fixed and authorized the regions to expend a 
total of $2,223,000, speaking in round figures, for maintenance of way and 
structures and they actually spent $2,217,000. That is how close a control we 
have on our expenses. You come to maintenance of equipment. For the main- 
tenance of equipment we authorized $3,344,947, and $3,363,668 were spent, again 
a very close figure. 7 

Hon. Mr. Eurer: Are they held absolutely within your estimate? 

Sir Henry THornton: The regions are held absolutely to these figures. 

Hon. Mr. Euxer: In this case there is a little more spent than was author- 
ized. 

Sir Henry THornton: I mean to say this; this amount is given to them, 
they are authorized to spend that much, and they may overreach a few thousand 
in one item and under reach in some other item. 

Mr. Hanson: Due to their commitments? 


Sir Henry THornton: Due to exigencies that cannot be entirely foreseen. 
Take transportation expenses, we estimated and authorized $7,106,000, and the 
actual transportation expense was $6,940,000, if you take the last figure, the 
total expenses. I shall not go over every similar item, but take the last figure, 
the total expenses authorized and estimated were $14,032,000, and the actual 
expenses were $13,768,000. Now that tells the whole story of control of expenses, 
and I am going to make a statement that there is no railway on the North 
American continent that has so complete and thoroughly organized a control of 
expenses as the Canadian National Railways. These expenses begin as an 
estimate by the regions, they come to headquarters and are examined and 
adjusted and approved or disapproved or altered, and they finally go to the 
region in the form in which they appear the first of the month, as the author- 
ized expenditure, and the results I have just read indicate the degree of 
accuracy to which the regions themselves adhere to those estimated and author- 
ized expenditures. | 
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Mr. Heaps: There is a reduction of approximately $2,000,000. 

Sir Henry TuHornton: There is exactly what it shows there. What are 
you speaking of, Mr. Heaps? 

Mr. Heaps: The total here for the actual is $13,768,000 for the month, and 


I think for the same month last year— 


Sir Henry THornton: This comparison I have given you is what merely 
happened. It is not a comparison with last year, but comparing the authorized 
budget with what actually did happen for that month. 

Mr. Heaps: The actual for last year was $15,718,000. 


Sir Henry THornton: The point I desire to make clearly is, that these 
figures are just given you, and an examination of that whole book reveals the 
control of expenses, and as I say, as a railway officer and having had some 
experience of railway business, that does not exist anywhere that I know of. 

Hon. Mr. Euter: Showing that you are not going on in a haphazard way. 


Sir Henry THornton: I am showing this to support the general statement 
which I made to Mr. Hanson, that this matter is carried on— 

Sir Everne Fiser: After these estimates are passed by the regions and are 
submitted to headquarters and finally passed, are they submitted to the board 
of directors before being finally approved? 


Sir Henry THorNToN: This is in the hands of the executive officers and 
myself. Of course, I give the board an idea of what is going to happen for the 
next month, but the details of those are left in the hands of the officers and 
myself. 

Mr. Hanson: I do not see how any board could deal with it, they could 
not possibly deal with it. If you ever sat on a board you would know they 
would not attempt to deal with it. 

Sir Henry THornton: No. Some of the railways in the United States 
have sent their officers to Mentreal to find out how we are handling this matter, 
and I offer this whole book with all of the data and figures and machinery 
to show exactly how we handle our expenses, and as definite evidence to this 
committee that the matter is not being handled in a haphazard way nor in an 
extravagant way, and I will go further and say that it represents the most 
scientific and complete control of expenses of any railway system on the North 


. American continent, and you can look through it and decide for yourself,— 


Mr. Hanson: Now, following this up, vou have given this as a consolida- 
tion— 

Sir Henry THornton: This gives every month, you understand, every 
month this is done. 

Mr. Hanson: How is it working out with the results from revenue? 

Sir Henry THornton: Why in the first place— 

Mr. Hanson: Are you keeping within the mark? 

Sir Henry Tuornton: Oh entirely. There is the answer, take that one 
month, and this month is not exceptional, we estimated our gross revenue within 


some $30,000 of what it actually was. We fixed our expenses about $300,000 


less than they actually were. That is the answer. We have control. We not 
only achieve our objective, but we bettered it by about $300,000. That happens 
month after month. 

Hon. Dr. Manion: May I put in a word to make the picture complete? 


You cannot control in any way the interest on your capital debt. 


Sir Henry THornton: No. 


Hon. Dr. Manton: What I mean to say is this, the deficit in earnings 
which go towards paying the national or public debt is certainly not going 
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to be less unless there is a very miraculous change, I think the public should 
know that. 


Sir Henry THornton: Why certainly. What I am trying to make clear 
is this: I have nothing to say about the national debt, or anything of that 
sort, but I am just trying to make clear to the members of this committee 
that we are sincerely and earnestly trying to increase our earnings. By the 
degree by which we increase our net earnings do we more nearly reach paying 
our fixed charges. | 


Hon. Dr. Manion: I do not question that at all, I am trying to point out 
to the members of thes committee and members of parliament, and I think 
they should know this, that due to the decreased earnings of the Canadian 
National Railways, which are going down at the rate of about five millions a 
month, the Canadian National will be unable to pay the interest to the public, 
and there is going to be a greater inability this year than in the past, by some 
marked extent. IJ think the members of parliament should know that. 


Sir Henry THornton: That is perfectly true. 


Hon. Dr. Manton: I. thmk the whole picture is not complete without. 


that part of it being known. 


Sir Henry THornton: That is perfectly true. When you come down 
to the last item on this sheet you will see that our deficit in March before 
interest on Dominicn government advances was $4,014,554 as compared with 
$2,392,494 shown in statement No. 1, for March of the year before. But unless 
some organized and effective efiort is nade to control expenses, then that deficit 
to which Dr. Manion has referred would be greater. Our only effort is to 
reduce that deficit, and reduce it to the lowest possible figure, and this represents 
the implement which we are employing to accomplish that purpose. 


Mr. Hears: May I ask this question, if I am not asking you something 
that is beyond you to answer at the present time; in view of the statement you 
have just made about the month of March, 1931, could you give us a compari- 
son of the year 1930, taking the same basis as you have taken this month— 
you say the deficit last year was $29,000,000? 


Sir Henry THornton: About $29,000,000. 


Mr. Heaps: How would that work out, approximately, if you can give 


me the figures for the year 1931? 


Sir Henry THornton: Mr. Heaps, of course everybody will understand 
that trying to make an estimate of what is going to happen in these days is 
an almost impossible thing to do. We can estimate from month to month with 
a great degree of accuracy, but I cannot tell you to-day with any degree of 
accuracy what our gross revenues are going to be say in September or October, 
vut I can tell you pretty closely what they are going to be next month. 


Mr. Hanson: What Sir Henry is doing, as I understand it, is giving this 
as an exhibit of what they are trying to do to meet the situation, and I think 
we ought to accept it in that spirit. 

Hon. Dr. Manion: So I will not be misunderstood, and the members of 
parliament should have a complete picture, I am not questioning anything that 
Sir Henry said in the least, but I was just calling the attention of the members 
of parliament who have to guarantee money advanced to the railway, that 
unless something miraculous happens, the deficit, instead of being $29,000,000 
will be very much more than $29,000,000, I do not know how much more, but 
it will be considerably more than $29,000,000 unless something almost miracu- 
lous happens. 


Sir Henry THornron: Without question. 
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Mr. Hanson: That is what caused the enquiry on my part; I was asking 
the management to show how they are going to meet the situation, and this is 
Sir Henry’s answer. | 

Sir Henry THornton: This is showing you, of course, the whole thing 
has to start with control of expenses. 

& _ Hon. Mr. Evuuer: I take it what you are trying to say here is that the 
| actual expenses are within your budget, but the vital thing, in my mind, is 
whether that budgeting is done properly. 
_ Hon. Dre Manton: Might I interject a remark here. The very next part 
of the budget is deficit for interest, and they have allowed thirty million dollars 
| for that. 
= Hon. Mr. Euter: That is uncontrollable. The other part of the budget 
is in regard to the various services. 

Sir Henry THornton: We start with an estimate of the gross revenue, 
then the maintenance of way, maintenance of equipment, transportation 
expenses, all the departments are examined— 


Mr. Hanson: These are all controllable. 


Sir Henry THornton: ‘Transportation is not entirely controllable. We 
have from our professional knowledge and experience to decide how much we 
should spend, the minimum amount of money it is safe to spend on this property 
to maintain safety of service. 


Hon. Mr. Ever: That is a vital part. 


Sir Henry THornton: That is what we have to decide. The regions, to 
begin with, make recommendations. Mr. Hungerford and various vice presi- 
dents and myself check them and we might say, “well, it is high.” We think 
we could get on with less money than that another year or another month. We 
might say, “Well, the track on a certain region is getting a little bad,” perhaps 
not bad in respect to getting out of hand. We think it would be unwise to reduce 
expenses to that amount. In other words, we put these regional estimates 
through the sieve of our own intelligence, to call it such, and then we finally 
decide what the region is to spend and that is what the region does spend and 
all it gets to spend. As I said before, the object of all of this is to indicate to 
you the steps that are taken to control expenses and how closely that object is 
achieved. : 

Hon. Mr. Euter: When you and your officers, Mr. Hungerford and others, 
review that amount, you are making your decision as to whether the amount 
submitted to you by your regional officers is correct or not. While this is coing 
on, what have you in mind particularly, primarily the proper efficiency of the 
road or have you an eye particularly to the revenues you are making? 

Sir Henry THornron: In fact, you have to keep an eye on everything; 
you have to take into consideration every element. Low revenues naturally 
indicate poverty of traffic; poverty of traffic indicates you do not have to spend 
so much money on maintenance because the railway is not being subjected to 

_ the same use. You have to decide whether a certain rail will carry for another 
year or another month or not. There are hnudreds of technical questions that 
enter into the determination of this budget. 

Hon. Mr. Evier: Do you ever sacrifice, in any case, the possible efficiency 
of the service of the road? 

Sir Henry Tuornton: No. 

Hon. Mr. Euter: When the revenues are low. 


_ Sir Henry Tuornton: No. There are two things you must protect 
primarily. In the first place, you must maintain safety of traffic. That is the 
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first consideration, and the second is you must maintain that degree of efficiency 
which will enable you to retain the traffic you have. : 

Hon. Mr. Ever: You cannot reduce it beyond a certain minimum. 

Sir Henry THornton: You get to a certain point, and you cannot go 
below that. : 

Hon. Mr. Evuer: Because traffic has gone down? 

Sir Henry THornton: By carefully weighing of the demands of traffic as 
between one line and another, you can come to an intelligent standard of main- 
tenance. You can decide that a certain line, having regard for its traffic, ought 
to be maintained at a certain standard, and some other line which has a less 
important traffic should not be so maintained; and that is where the judgment 
and the intelligence of the railway officer come into play. That is the reason 
we have vice presidents and officers. 

Mr. MacMitran: How far ahead of the first of each month— 

Sir Henry THornton: What is that? 


Mr. MacMiiian: How far ahead of the first of each month do you get 
that? 


Sir Henry THornton: These are dated the 15th of the month. The budgets 
are all approved about the 27th of each month, and the region is advised by 
telegraph or possibly by mail, if close enough; as to what their budget is to be the 
following month, so that on the first of the month each general manager knows 
what his expenditures are going to be and what he can work on. In other words, 
this organization follows an orderly procedure instead of allowing the thing to 
take care of itself as a great many people in this country imagine. Some 
people imagine that a railway is some mysterious way runs itself, and there is not 
very much intelligence being displayed in it. Well now, I am trying to offer 
you definite evidence that we have it controlled, and some of the officers who 
are here can tell you, just as I have told you, that there is no railway system— 
and I challenge anybody to meet that statement—of the magnitude of the 
Canadian National Railways, that has got such an effective control of its 
expenses as we have worked out here. 

Hon. Mr, Euter: What I am trying to get at is this—it is very commendable 
of course that you estimate very close to your expenditures—, what are the 
guiding principles involved? Is the primary principle the maintenance of way; 
that you must have a certain standard, or is it affected by your knowledge that 
the revenues perhaps may not be up to a certain mark, and perhaps you may 
reduce more by reason of the fact you know the revenue is lower? 

Sir Henry TuHornton: All I can say Mr. Euler, is it is a combination of 
the two. You have to steer a line between revenue and standard of maintenance. 

The CHairMAN: Gentlemen, as it is one o’clock, we shall adjourn now, and 
if it is the wish of the committee, we will appoint an hour to meet to-morrow 
afternoon to try to get over this work. 

Sir Henry THornton: May I just ask the members of the committee to give 
more than passing attention to these documents because they are really very . 
interesting, and I think they will throw some new light on the whole situation. 


Committee adjourned until Wednesday, June 17 at 11 o’clock. 
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MINUTES OF PROCEEDINGS 


Wepnespay, 17th June, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m.; Hon. Mr. Chaplin, the 
Chairman, presided. 


Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Chaplin, 
Fiset (Sir Eugene), Fraser (Cariboo), Geary, Gray, Hanbury, Hanson (Y ork- 
Sunbury), Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon); 
Manion, Stewart (Lethbridge). 


Sir Henry Thornton provided a supplementary answer to a question asked 
at a previous meeting respecting the balance struck between Canadian grain 
moving for export through American ports and American grain moving for export 
through Canadian ports. 


Sir Henry Thornton made a further explanation of the control of expenses, 
as indicated in the Operating Budget, and commended to the consideration of 
the Committee the “ Analysis of Operating Results,” copies of which were 
distributed yesterday. | 


~The Committee resumed consideration at page 7 of an “ Analysis of 1930 
Results of Operation as Compared with 1929.” 


The Committee adjourned until to-morrow, Thursday, 18th June, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr or Commons, Room 231, 


Wepnespay, June 17, 1931. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock 


~ a.m., Hon. J. D. Chaplin, Chairman, presiding. 


The CuatrMan: Gentlemen, come to order please. The Minister will not 
be here for over half an hour or so. He does not wish us to delay till he comes. 
He wants us to get along with the business. 


Sir Henry THornton: Mr. Chairman, there was one question which Mr. 
Heaps asked and which I told him yesterday we would try to get in more com- 
plete form. The question 1s; what kind of balance is struck between Canadian 
grain that moves for export through American ports and American grain that 
moves for export through Canadian ports. 

We have this by crop years, which I will hand in, from 1925 to 1931. I do 


not think it necessary to read the whole report; but I will briefly say this. 


Mr. Hears: If you could just give us the balance one way or the other. 

Sir Henry TuHornton: That is just what I was going to do, Mr. Heaps, 
The percentage of Canadian erain through American ports runs from 56:2 per 
cent to 41-15 per cent. It varies between those two percentages. The percentage 


of American grain through Canadian ports runs from 18-58 per cent to 38°9 per 


cent. 
Mr. Hears: Could not you give it to us in bushels, instead of percentages. 
The CHaAIRMAN: The whole report will be incorporated in the record. 
Sir Henry THorNTON: Perhaps I might just hand this to you, Mr. Heaps, 
and you will look it over. , 
Mr. Fraser: Sir Henry, is that 56 per cent of the total crop or 36 per cent 


of the total exported. 


Sir Henry THorNTON: 56 per cent of the total exported, not the total crop. 
I will hand this in to the official reporter. | 


Crop Years 


5a a gic eR aed NES Se a Ee et ee Pee 


925-1926 1926-1927 1927-1928 1928-1929 1929-1930 1930-1931 * 


eee) ee a) en - ca oe ee 


Canadian grain moved 
through American ports. . 
Total Canadian grain export- 


175,017, 236| 166,721,976) 159,848, 826 184,734,634} 71,469,140) 87,403, 000 
338, 239, 225] 296,857,927] 329,090,720 403, 047, 232) 152,923,478) 218,345,000 
51:7 56-2 48-6 45-8 46-7 41-15 


American grain moved 
through Canadian ports... 

Total American grain ex- 
OTIC fee gee eae 

Percentage through Cana- 
dian ports to total........ 


47,743,453] 52,824,682) 88,452,274 83, 512,520) 23,591,415) 12,526,000 
160,487,000) 208,965,000) 227,121,000 222,328,000} 126,915,000} 60,836, 000 
29-7 25-27 38-94 37-56 18-58 20-6 


*Part of ¢rop year ending May 31, 1931. 
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Sir Henry THorNtTon: That answers the only question which I think is 
outstanding with respect to unfinished business, 

I would just like briefly to finish up what I was speaking of when the 
meeting closed yesterday in regard to the budget, and the operation of the 
budget with respect to this control of expenses. I hope that members of the 
committee will be sufficiently interested to look that over, because I might 
talk for a day or so on the subject and still not cover all of the points in it; but 
an examination of that budget, I think, will reveal to you the kind of machinery 

that has been set up for expense control. 

I would like to particularly call your attention to the fact that this budget 
is not prepared in any hit or miss fashion, The Regions form as careful an esti- 
mate as they can of the probable gross revenues of that region for the ensuing 
month, and ‘then they not only take each one of the major subdivisions of 
expenses, such as maintenance of way and structures, maintenance of equip-_ 
ment, transportation, and so on, but they take each item under those general 
subdivisions, discuss and examine it and make their recommendation accord- 
ingly. Then, as I tried to explain to you yesterday that goes to headquarters 
in Montreal for final examination, analysis, and either approval or alteration. 
So that I think you will see from that it is not a hit or miss estimate; but it is 
a thoroughly scientific way, as far as anything of that sort can be scientific, 
of arriving at an intelligent allocation of expenses. he 

In that connection I think it will be of interest to the committee to say 
that commencing with the latter part of last year and more particularly this 
year, in conjunction with the Canadian Pacific Railway and in co-operation 
with that company, an examination was made of passenger train service in an 
effort to reduce passenger train mileage and competition which might be expen- 
sive and unreasonable. As a result of that the passenger train mileage has been 
reduced on the Canadian National Railways by the round figure of 3,000,000 
passenger miles per annum. That is the rate of reduction, 


Mr. Canttey: What percentage is that to the whole? What percentage - 
of reduction does that entail. 


Sir Henry THornton: It represented 12 per cent of the whole. Now it 
is 14 per cent. Of course, that is going on month by month in conjunction with 
our Canadian Pacific friends. 

Mr. Hanson: What proportion would be branch line service and what 
proportion main line service? | 

Mr. Burnap: We have here a statement which shows all of the trains taken 
off and the terminals between which they run. I think Mr. Fairweather has 
it there and can turn it over. 


Sir Henry THornton: J think we could get at that figure but it would 
entail an examination of the report. 


Mr. Hansury: Have you any percentage showing separately the reduc- 
tions on the Canadian National Railways and the Canadian Pacific Railway? 


Sir Hnnry THornton: We have not got that, Mr. Hanbury. 


Mr. Hanson: With reference to this budget I have had an opportunity to 
go through it and I want to compliment you, Sir Henry. I think it is what you 
claim it to be, and I think the public would be very glad to know that there is 
something like this under way. I think that statement ought to be made in 
fairness to the management. ; . 

Sir Henry THornton: The officers of the company and certainly myself 
appreciate what you have said. Of course, it is highly technical. A ereat deal 
of it is technical and a great deal of it is difficult to understand. And if it were 
not technical you would not have to have any officers; that is to say, the thing © 
would run itself. But on behalf of the officers and myself I am very apprecia- 
tive of what Mr. Hanson has said. 
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| Now, I do not want to pursue that subject any further; but there is one 
other thing to which I would like to refer, and that is this pamphlet entitled 
“Analysis of Operating Results”. That is a careful but at the same time 
technical analysis of the operations of the company for the preceding month in 
which it is issued. It covers all of the transportation activities of the company 
and you will find on the first page a definition of what the various terms and 
expressions mean that appear later on in the report; but I will content myself 
with the statement that that analysis of operating results was worked out by 
the Director of the Bureau of Statistics and the various Vice-Presidents of the 
company and myself some years ago, shortly after the present administration 
took hold, with a view of presenting to the operating and technical officers of the 
company the results of their efforts as expressed statistically for the month in 
question over the preceding month so that they could see how their efforts com- 
pared with other regions and with other districts, and the degree to which they 
attained their objective. 

Again, without wishing in any sense to be complimentary to the Canadian 
National itself I can only say that that represents, as far as my knowledge 
goes, the most complete set of statistics which is furnished by any railway com- 
pany. That goes to division superintendents, train masters and officers superior 
in rank, is studied by them and examined by them, and I know that often quite 
subordinate officers do studiously examine that work because frequently on my 
trips over the railway I talk to them about it and find that they are conversant 
with what their own division is doing, or their own district, or region, and they 
know what other regions and districts are doing, and that a very marked degree 
of admirable competition is excited by these reports on the part of the different 
districts of the railway to vie with each other and to make a favourable per- 
formance. You will find that train masters, and superintendents and officers of 
that sort examine that report with the same interest that the baseball fan would 
look at the baseball reports in the morning newspaper. 

That, gentlemen, is all I have to say upon this particular subject, but again 
T hope that the members of the committee even though they do not quite under- 
stand thet technical aspects of this analysis of expenses will at least look it over, 
- and I think it will give you some idea of the searching character of the examina- 
tions which are made of our operating results. 

Is it your pleasure now, Mr. Chairman, that we should go on where we left 
off with the examination of the expenses in detail. | 

Mr. Geary: Just before you pass from that analysis, under “ General 
Performance,” it was a bit of a surprise to me to find that the grain loadings 
have very materially ‘nereased and the commodity loadings have decreased. 
I was just going to ask what is the significance of your note which reads:— 

This shift in trend was caused by upturn in traffic over March on 
the Western and Grand Trunk Western Regions, but under present trade 
conditions has no importance. 


Sir Henry THornton: I am just trying to find that note. 
Mr. Geary: Is it just a casual increase. 


Sir Henry Tuornton: That is what it is so regarded. That is not only 
statistical information but it is a sort of running narrative of the events of the 
month under consideration, and that statement was made simply for the purpose 
of indicating that it was not indicative of any extraordinary or fundamental 
alteration in conditions. 


Mr. Geary: That is, you make the statement without prejudice. 
Sir Henry Tuornton: That is right. This 1s supposed to be, and is a 


perfectly unprejudiced statement of actual facts for the use of officers, and we 
put it at the disposal of this committee although the information is necessarily 
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somewhat confidential; but at the same time I think it is sufficiently illuminat- 
ing to justify its presentation to this committee. 

Is there anything further, Col. Geary. 

Mr. Geary: Not at the moment. 


Mr. FarrweaTHER: Continuing at page 6: During the year 1930 the oper- 
ated road mileage of the Canadian National increased 392.6 miles, principally 
due to the completion of Branch Line construction authorized in prior years. 
This is in addition to the Central Vermont Railway mileage now included in 
the System mileage. A comparison of the mileage and equipment at the end of 
1929 and 1930 follows:— 

| Dee. 31, 1929 Dee. 31, 1930 


Canadian | Canadian 
ee National National Central Total 
Railways | Railways | Vermont 
(Exel. C.V.| (Excl. C.Y. Ry. 


Ry.) Ry.) 
Operated. road ma@eage:n ss coc ee 19, 571-36 19, 963-95 461-62 20, 425-57 
Midlées of Ql] tratks seria, renee gt er oa 27,004-22 | 27,428-66 678-85 28, 107-51 
TOGO Gtives popsh a eee ee ee 3,096 3,127 53 8,180 
Préight train Gare wine pene eee foe ee 123, 164 124,861 3,330 128,191 
Passchiver “ETAM Cars <see s. ee os  ea A 3,765 3,797 03 3,850 
Wark: Lqilipinentc Siesta ee eee ee 8, 234 8, 126 147 8, 273 


A technical analysis of the variations in wages, changes in the prices of materials, varia- 
tions in traffic, increase in size of property and weather conditions shows that the expenses 
for 1930 were effectively controlled and compare quite favourably with those of the pre- 
ceding year. 


The total decrease in Railway Operating Expenses was $25,915,965 or 11.7 per cent, the 
monthly comparison being as follows:— 


CO 
Railway Operating Expenses 


1930 1929 Decrease 
$ $ $ 

PADUATY Rs sya tos tS PEs Pek de de Ae Oe ee 16,088,157} 16,092,944 4,787 
February 7 jj oe ee ee 15,662,515} 16,661,595 999, 080 
Maret sieges nc aise a a ee ee ee 16, 267,437] 17,367,947 1,100,510 
Aprily.yo i thucsee TES 5, MOO e Ee gh Coke ae ee ee ee ee 16,119,331} 18,559,785 2,440, 454 
Mayas sis. 5 gar oer ey OR AEG yee aan alee ecg 16,704,475} 20,045,927} 3,341,452 
DBE Fn ost Eagan Rel cymes Be ge oe Oe ey 17,160,860} 20,409,851 3, 248,991 
Wady, «ip BI ns Sod rai df Whey Ca bees se Ath ae ee 16,866,935) 20,345,980! 3,479,045 
AMSUSG 4 60 sige Fat fe bin bass Ge oe ee ae 16,800,995) 18,898,267} 2,097,272 
Deptemiber a) owt .. ge crea eee ea ne ee -16,956,195} 18,764,578 1,808, 383 
October, oF nahh scat eng ek pam ae es eee ther ammeter a 17,028, 267| 18,740,718 1,712,451 
NOVEM Vera ok ites d, (gh eu ae eee Se eee ee IRR 15,095,571] 17,753,583 2,663,012 
December 30 ht gh eae ee Ue Ree epee ,| 14,508,769] 17,529,297} 3,020,528 

POta rata, okt ee ee aR gem ae grr eae 195, 259, 507} 221,175,472} 25,915,965 


A comparison of Railway Operating Expenses, 1930 with 1929, by General 
Accounts follows:— : 


Decrease 
General Account 1930 1929 st 
Amount Per cent 
$ $ $ 
Maintenance of Way and Structure................... 39,777,567| 48,436,118] 8,658,551 17-9 


ttt ti tli ea a SE ly i ee Sd ie ee sy ete Corea 


Mr. Geary: That is quite a substantial decrease. 
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Sir Henry Tuornron: When times are prosperous an individual quite 
justifiably embarks upon certain expenses which in times that are less pros- 
perous he would defer without damage to his house or property. Now, it is an 
exceedingly difficult thing in the determination of maintenance of way expenses 
to say exactly where deferred maintenance appears and where it disappears, 
and it is thus largely a matter of the examination of the frequency of traffic, 
the weight of traffic, and its importance. For instance, between Montreal and 
Toronto, in fact, between Montreal right through to Chicago, where there is 
our maximum density of traffic and weight and importance of traffic, a much 
higher standard of maintenance is necessary than on some part of the railway 
where those conditions do not exist. 

- Deferred maintenance is a very expensive thing to embark upon, because 
quite frequently a dollar saved in maintenance may reappear in two or three 
years with a very high rate of interest. That is to say, one may accumulate 
a condition of deferred maintenance which in subsequent years will involve 
a very heavy expenditure to catch up. One of the outstanding examples of that 
is perhaps the condition of the old Grand Trunk Railway system which was not 
maintained at a proper standard and which had accumulated a very definite 
volume of deferred maintenance which this administration had to catch up. 
Some of that was justifiable, some of it was undoubtedly due to the war and 
the conditions which existed after the war; but whatever the reason may be the 
fact remains that there had accumulated a very material volume of deferred 
maintenance on the Grand Trunk Railway system. For instance, two out- 
standing examples to which I have referred before, small things in a way but 
still indicative of the general situation, the two passenger stations at Hamilton 
and London. The London station is to-day, Ithink, about 80 years old. The 
Hamilton station was fully as old as that. That has been eliminated. 

Mr. Hanson: What about Riviere du Loup? . 

Sir Henry TuHornton: Riviere du Loup fortunately was not on the Grand 
Trunk, therefore, the reference is irrelevant. 

Mr. Hanson: I have often had to get out at Riviere du Loup in the middle 
of the night. I have a great deal of sympathy for Mr. Pouliot. 

Sir Henry THornton: There are a great many stations on this railroad 
that we would like to renew. It certainly is not a matter of pride to the rail- 
way company to maintain an unsatisfactory station. We were confronted with 
a certain situation this year, and the Board and the officers of the company, 
in conjunction with the government represented by the Minister of Railways, 
simply had to cut our cloth to what there was to spend. 

Sir Eugene Fiser: And there is also the unfortunate fact that it belongs 
to what we call no man’s land, the eastern division. 

Sir Henry THornton: ‘There is no such term as no man’s land which is 
represented by the constituency from which you come, General; and perhaps 
the same thing might also be extended to Mr. Pouliot. But on the old Grand 
Trunk there was very little rock ballast. The rail was too light, and the 
railway, for various reasons, presented a condition of deferred maintenance 
which had to be caught up. 

Again, if you go to the old Canadian Northern, there was a railway which 
had only just emerged from construction. Its improvement had been retarded 
by the war. Fills were too narrow to hold the ballast. Cuts were too narrow 
for drainage. Passenger sidings were infrequent and too short, and yards were 
insufficient. All of those things, as I have explained before, had to be taken 


in hand and involved not only expenditure of capital but also increased expendi- 


ture on account of maintenance and catching up this deferred maintenance 
to which you have just referred. 
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What we have tried to do on the railway to-day I venture to say has been 
done intelligently, and I am not responsible for it. If any intelligence has been 
displayed it has been displayed by the engineering department, the various 
divisional engineers and superintendents, and general superintendents right up 
to the chief engineer and the Vice-President in charge of that operation. They 
have displayed that intelligence which with prudent economy would save 
money without at the same time carrying a large outlay for the future for 
deferred maintenance. That is the only answer I can give you. 

Mr. Geary: Deferred maintenance does not increase by itself. 


Sir Henry THornton: Deferred maintenance unquestionably proceeds at 
compound interest, no question about that. But there are certain items, for 
instance, let us say you are going to take out 80-pound rail and renew it 
with 130-pound rail. There again you have got to apply technical knowledge. 
You may say that under the circumstances that rail will carry another year. 
Again, the situation may be such that it will not, but in each case, there has 
been an effort made to avoid the compounding of deferred maintenance. That 
is not only my opinion but it is the opinion of our own engineering officers 
who are skilled in their business. 

Mr. Cantitry: Referring to the first item, Maintenance of way and 
structures, may I ask if all the steel rails ordered and delivered in 1930 were 
put in the track? 

Sir Henry TuHornton: Mr. Hungerford can answer that question. 

Mr. Huncerrorp: I have not the figures available here. 
Mr. CAaNTLEY: Can you give us any idea of the percentage. 
Sir Henry THornton: We can get you that, Colonel Cantley. 


Mr. Cantitny: What was the percentage of rails put in the track that 
were ordered and delivered in 1930? 


Mr. Huneerrorp: We will get the information for you. 
Mr. Fraser: I see there is an increase in the Traffic Item there. 


Sir Henry THornton: If you will let that stand we will give you that 
a little later cn in this report and I think perhaps that will be made clear 
at that time. 


Mr. FarrwkeaTHER: Continuing on page 7:— 


$ $ $ 
Maintenance of Equipment............. 43,091, 330 AQ, 527, 852 6, 436, 522 13-0 
Tra the 3g ee se nee eee 7,712, 966 7,552, 656 160, 310 (Inc.) 2-1 (Inc.) 
DPransportation:a csi aalware wee oe. 96, 105, 934 108, 034, 012 11, 928,078 Le 
Miscellaneous: 00 cows. oe cee pane oes Doo DED 2,403, 141 167, 616 7-0 
CONT AL | Cee Owe oate con nate hha ened 7,696, 385 7, 184, 738 511, 647 (Inc.) 7-1 (Inc.) 
Transportation for Investment—Credit 1,360, 199 1, 963, 044 602, 845 30-7. 
Total Oper. Expenses... 4... 7... 195, 259, 507 221,175, 472 25,915, 965 11-7 
A further division between labour and materials, etc., by General Accounts, follows:— 
Employees’ Compensation 1930 1929 Decrease 
$ $ $ 
Maintenance of Way and Structures.................:. 23, 520, 724 26,975, 797 3,455,073 
Maintenantelof Nag tipmentiy ic: Sie ee. oe eee eee 23,758, 242 26, 215, 852 2,457,610. 
rad ene Or ris Cee ies We, eam et ee oe Set 3,498, 346 3,564, 743 66, 397 
Transportation. -cvarcse 2 ee ee cence een eee ee 65, 184, 210 C2 eo02e 205 7,178,045 
Miscellanéouis 2é Stace ara chet cee ee ce eee T0565 2 (hs RAS aba 68, 401 
Crone rls oirs he hic ee ee Re re are 4,748, 067 4,621,657 126, 410 (Inc.) 
Otel covers iaale. «Fs eek ie eae eee on 121, 766, 341 134, 865, 457 13,099,116 


RAILWAYS AND SHIPPING 123 


Materials and Miscellaneous 1930 1929 Decrease 
$ $ $ 

Maintenance of Way and Structures..............-.-5- 16, 256, 843 21,460, 321 5, 203,478 

Mamtenuance O1-1CUIPMeNt. sic. sures cos Mea ene ae 19, 333, 088 23,312, 000 3,978,912 
ARTE aaGT seen the ee ne ian ck ee Beare Ae eee pe ants 5 4,214, 620 3,987,913 226, 707 (Inc.) 

TMT EISUATO) GL: RAB) | BUM ee a ag” eater Se red a Rn AD lO 30, 921, 723 35, 671, 756 4,750,033 

Misco llaneousaes nan cine coke katie hus ome ct es P1853 (ie 1,277 988 99,215 
Ta ey PRI eked Wane oa is citar hace Ae 2,948, 318 2,563, 081 385, 237 (Inc:) 

Transportation for Investment—Credit............... 1,360, 199 1,963, 044 602, 845 

PISO Ge Letepe eae yo be i ain race bak a ee 73,493, 166 86,310,015 12,816, 849 


The decrease in Payroll Expense, amounting to $13,099,116, resulted from decreased employment— 
$15, 270,648, partially offset by increases in rate per man hour amounting to $2,171,532. There were no 
wage increases of any account in 1930. Increases granted during 1929 are reflected to some extent in 1930 
figures. The harmonious relations existing between the Company and employees continued through the 
year. 


_ Mr. Geary: May I ask a question there on maintenance of way and struc- 
tures. You have a total decrease of $8,000,000. On labour you have a decrease 
of $3,000,000 and on materials $5,000,000. Does that represent the normal 
proportion between material and labour, or is it less in material by reason of 
your having more material on hand. 

Sir Henry THornton: I think that probably is about the average. Of 
course, one thing in maintenance of way expense which is beginning to make 
itself felt is the introduction of creosoted ties. For the last eight years we have 
been increasing year by year the number of creosoted ties that have been put 
into the track. Now we have got to the point where the earning value of those 
creosoted ties is beginning to make itself felt and find an expression in fewer 
ties bought per annum. As a matter of fact, our tie purchases have fallen off 
very heavily due particularly to the introduction of creosoted ties, and particu- 
larly to a much closer inspection of the ties that are to be taken out of the track. 

Mr. Geary: In that item of creosoted ties would the introduction of that 
tie distribute the balance between the cost of material and the cost of labour. 

Sir Henry THornton: Undoubtedly. 3 

Mr. Hanson: Sir Henry, this tie question is one that gives the ordinary 
member of parliament, in the east at all events, a great amount of trouble. 

Sir Henry THORNTON: You are not alone in that. 

Mr. Hanson: The charge is made, Sir Henry, that previous to the election 
—I am going to be very specific—you loaded up with ties in Eastern Canada, 
and when we tried to get some work to relieve the unemployment situation in 
New Brunswick in the fall of 1930 we were met with the situation that you 
had on hand from purchases from the preceding year more than double your 
requirements. I think I am safe in putting it in that way. What have you got 
to say about that. 

Sir Henry THornton: I am not quite sure that I know just what the 
question is. | 

Mr. Hanson: That you overbought in 1929-30. ) 

Sir Henry THornton: Well, that may be the thought, that it was done for 
political purposes. . 

Mr. Hanson: I will be very frank and say I mean that. 

_ Sir Henry Tuornton: There is nothing like being perfectly frank. 
Mr. Hanson: What did you have on hand at the beginning of the season 
of 1930? | 
Hon. Mr. Manton: My recollection is that the figure you gave me, Sir 
Henry, was something like 10,000,000 or 12,000,000 ties. 


124 SELECT STANDING COMMITTEE 


Sir Henry TuHornton: Yes. The whole point is this: That we were 
building up and had been building up for some years to accumulate 100 per cent 
of our ties on hand. That is more or less the practice which is followed by 
railways. Personally, in the light of the present situation I think it is too much, 
and in times of depression and where you are endeavouring to economize you 
perhaps do things that you would not have done if times were more prosperous; 
but broadly speaking, we were trying to build up our tie situation so that we 
would be sure each year when the season commenced that we had a sufficient — 
number of ties to carry on that work continuously throughout the year. I will 
ask Mr. Vaughan to speak on the subject, but certainly I am not aware of any 
attempt on the part of this railway company to unduly increase its tie purchases 
in the face of an election for the purpose of producing a possible political result 
for one party or the other. 

Mr. Hanson: I do not say that you did it for the purpose of that at all, 
but the charge is made and you have heard it as well as I have. 


Sir Henry THornton: You hear all kinds of charges. 


Mr. Hanson: That the supply of ties on hand was abnormal, and had been 
abnormally increased in the preceding twelve months, and we found ourselves in 
the position of where we could hardly get the railway to buy anything and then 
only at a depressed price. 

Sir Henry THornton: Mr. Vaughan is here. He is our Vice President in 
charge of purchases, and I would like him to speak on that. 


Mr. VauGHAN: We were in the same position as every other railway. We 
were endeavouring to build up this carry-over 100 per cent, which is practically 
the carry-over that most railroads have in the United States, on the theory that if 
we could get all our ties in by the 1st of June we would save money when labour 
was plentiful and it did not interfere with the heavy movement of traffic. We 
brought that carry-over up to 100 per cent in 1929. There was never a contract 
placed for political purposes. The whole idea was to bring that carry-over up to 
100 per cent so that we would always have ties on hand in the spring sufficient 
to go on with our work. Personally, I cannot tell the politics of any tie con- 
tractor we do business with. I can say conscientiously there was never a tie 
contract given to a man down there because of his politics. To-day we have 
nearly 2,000 tie contracts on the system, and I can tell the politics of only one or 
two men in the whole 2,000. 

Mr. Hanson: You deny the charge. 

Mr. VaucHan: Absolutely. 

Mr. Fraser: May I ask this general question in regard to the tie situation: 
How is the price of ties fixed? 

Sir Henry TuHornton: Will you answer that, Mr. Vaughan. | 

Mr. VauGHAN: As a matter of fact, we advertise for tenders on ties. 

Mr. Hanson: You go through the form. 

Mr. VaucHAN: We go through the form, that is quite so. The prices are 
usually ridiculously high and we never pay them. The result is it gets down to 
the point that we fix what we think is a reasonable price for ties on each region 
and the contractors are usually glad to get the contract on that basis. We buy 
ties on the different regions. We know all the tie contractors on the line, where 
their timber is located and their ability to deliver ties, and so on. And we 


take a great many ties direct from the settlers. We have this year 1,600 or 
1,700 contracts direct with the settlers. | 


Mr. Geary: In the result you are buying in the open market. 
Mr. VAUGHAN: Yes. 
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Mr. Fraser: I understand then that the tie contractor has nothing to do 
with the price at all. The tender that he gives you has nothing to do with the 
price. You really fix that price and say you can have that contract or do with- 
out it. : 

Mr. VaucHaN: Well, except this, Mr. Fraser, in getting all these tenders 
in, if we find a man who is responsible and who has given us a very low tender 
we may take his price and fix that as the price on the region for everyone. 

Mr. Hanson: That would be a factor. 

Mr, VaucHan: Yes. — 

_ Mr. Fraser: So that the tender after all is a factor in the fixing of the 
rice. 
< Mr. VauGHAN: Yes. 

Mr. McGisson: What parts of the country do you get your ties from 
mostly. 

Mr. Vaucuan: They are secured all over the country from coast to coast 
depending on our requirements. We buy our requirements for the Atlantic 
region in the Atlantic region. 

Hon. Mr. Manion: Is it not right that about 25 per cent of your tie con- 
tracts are given to settlers in small lots. 

Mr. VaucHan: Yes, fully that. 

Mr, Hanson: And you have extended that each year. 

Mr. Vauauan: We have extended it, yes. We do not refuse to take ties 
from settlers. Our position is, of course, that unfortunately a good many of 

the settlers want to get into the contract class. 
: Sir Henry Tuornton: In 1930 the total number of ties purchased was 
7,900,000, 2,500,000 of which we purchased from settlers. 
; Hon. Mr. Manton: Do you not mean 1929-30. 
Sir Henry THorNton: Ties delivered in 1930. 
Hon. Mr. Manion: This past year you only bought a little over 3,000,000. 
Sir Henry THornton: Yes, I would say perhaps a third of those would 
- come from settlers. The purchases from settlers have increased each year. 

Mr. Hanson: How many did you purchase in 1929 for delivery in 1930 
compared with the two preceding years. 

Mr. Vavucuan: I think it was possibly a little greater. 

_ Mr. Hanson: Without delaying the committee, we might have the in- 
formation showing exactly what your purchases have been. 

Mr. Vauguan: Yes, I have got the information here. 

The CuairmMan: We can take that up in the form of a question for 
to-morrow. | 


Sir Henry THORNTON: We will make a note of that. 


Mr. Cantiey: Mr. Vaughan, there is another criticism to this effect that 

you buy ties from so-called dealers that do not produce a tie at all. You have 
for years, and they in turn sublet those contracts making a profit out of them 
to the detriment of the small man who actually supplies the ties. 
-. Mr. Vaueuan: I think that would happen in a very rare case. There 
are a great many men who are not financially able to take out a contract and 
they will go to a-contractor and he may finance them and assist them in getting 
those ties out. | | 

Mr. Cantiry: My criticism is this, at least the criticism reported to me 
is this; the small operator who owns a small mill tenders for ties. He does not 
get it but the dealer gets it, and then the dealer says to the small contractor you 
can have a contract for two, three or four thousand ties at ten cents less. 
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Mr. VaucHan: I do not know any case of that kind, Col. Cantley. If 
there are any I would like to know of them. There may be the odd case. 

Mr. Cantiey: I think I can give you.a few cases. 

Hon. Mr. Manion: Last year you called for 3,000,000 ties and you had 
tenders for something like 60,000,000, is that correct. 

Mr. VaucHan: We called for tenders in the fall of 1930 for 3,000,000 
ties and, as you say, we received tenders for 60,000,000. 

Hon. Mr. Manion: I know, because I got letters of abuse from all parts 
of the country. : 

Sir Henry TuHornton: As far as the political situation is concerned, it is 
awfully hard to keep up with the politics of the average tie contractors. 

Mr. Hanson: I would like to make one exception and that is the President 
of our association. He has been a life-long tory. 

Sir Henry Tuornton: I know, but you have to keep up awfully fast with 
some of those fellows. 

The Cuatrman: Is that all the questions that are required on the tie 
situation. | 

Mr. Stewart (Lethbridge): I would like you to leave that open. I may 
have something to say on that later. 

The Cuatrman: It will be taken up again to-morrow. 

Mr. StewarT (Lethbridge): I do not think I will have my information 
till later on. | 

The CuatrmMan: You are perfectly free to bring your question up at any 
time. . 

Mr. FAIRWEATHER: Resuming on page 8, at the top of the page: 


fi The decrease in Materials and Miscellaneous Account, amounting to $12,316,849, is made up as 
ollows:— 


Decrease due: to: Price Chariges.,.\ sha tea. is ee ee $2, 823,075 
Decrease due to less material used }y rae ee ee ee ee 9,993, 774 
Fs otal. Decreaserscciice We ic Cl a ee Dae = Sippy ee Yuk SS $12, 816, 849 


_ By classes of materials, the decreases were as follows:— : 
au0V—V300RR0R0e0#0qqqqqQqQ emo 


Decrease due |} Decrease due 


a to Price to Quantity Net 
Changes Used Decrease 
$ caaee | $ 
Die 5 ees eel chee gh ce aaa ne a eT 33, 040 1, 558, 796 1,591, 836. 
Raila} sos S00 nee See nak aie eg re aa ee 22,071 703, 727 725, 798. 
COs oe 5 as VEU e pakten chamha 7 eed Uk gee En RT UR I aaa ae a 310,416 3, 149, 268 3,459, 684 
DriscelianeousM aterial, vate cs ee ee ne en Cee eee 2,457,548 4,581, 983 7,039,531 
6 Wo FA rae pane oni mtane nae eh Vent ais Cao ie Sk 2,823,075 9,993,774 12,816, 849: 


a a anneea/ SL cone ne Ee 

Mr. Hanson: It is very gratifying to notice that you are beginning to get. 
the benefit of the decrease in the price of commodities, 

Mr. Fraser: What was the decrease in the price of ties? 

Mr. VaucHAN: Ten to fifteen cents, but that would. not come in here. 
The prices were ten to fifteen cents higher in 1929 than they were in 1930. ~ 

Sir Henry THornton: That figure Mr. Vaughan is giving you is just an 
average, 

A Fraser: We can get the definite figures later on. 

Sir Henry THornton: We can furnish I think within reason what the 
spread will be on almost anything you want to ask. 

Mr. Fraser: What I want to know is this, what was the comparative 
price in British Columbia for ties this year compared with last year? 
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Mr. Hanson: And the same with New Brunswick. 
Mr. KENNEDY: What was the decrease in the price of coal? 


Sir Henry THorNTon: Mr. Vaughan, the question is asked what was the 
average in the alteration in the price of coal. 


Mr. VauGHAN: Well, there was little decrease in the price of coal in 
Canada. The large decrease in the price of coal was in the United States. For 
example, there has not been a decrease in the price of coal in the Maritime 
Provinces for years, and there has been little decrease in the price of coal in the 
Western Provinces for the last few years. There has been some decrease in the 
United States. The cost of producing coal in our mines has been going down 
right along. 

Mr. Kennepy: Could we get the figures on that? 
Mr. VAuGHAN: You mean the average price paid in the various regions? 
Mr. KENNEDY: Yes. 


Mr. Vauguan: You are referring only to Canadian coal or do you want 
American coal too? 


Mr. KeNNepy: Yes. 
Mr. VauGHAN: Well that American coal I presume would be at the mine. 


Mr. Kennepy: There is one question I would like to ask regarding coal. I 
find amongst the miners in the West criticism that the railway orders come in 
in big bunches, that the mines would be idle for a long time and then there 
would be an order come in for a big bunch of coal and they are anxious that 
something should be done to stabilize the volume of employment during the year. 
I was wondering just what could be done in that respect. 


Mr. VAUGHAN: We are doing everything we can in that respect. We try to 
give them continuous operation and we do give them as continuous operation as 
we can depending, of course, upon our requirements. We do not want to be 
taking coal that we do not need but we aim to give them as much continuous 
employment as we can consistent, of course, with our own requirements, and 
economy. | 


Mr. FAIRWEATHER :— 


An examination of the Railway Operating Expenses, by General Accounts, shows that Maintenance 
of Way and Structures Expenses in the two years compared as follows:— 


ORGY 5 ut oe, SERN Ra el Se Re Ginar in ey ater amen PR Sr etry bien isc riper $ 393777, 567 
1) Ree Oe WE IROL rdf ai Ababa Sra Mec eniebaie, ame Mquiel eomtVaree waseyershs usu are " 48,436,118 
NACL OA SORE Sean ee ely Medel apa here tered ang $ 8,658,551 or 17-9% 


During the year, 457 miles of new 100 lb. rail and 153 miles of new 85 lb. rail were laid; 380 miles were: 
re-laid with 80 to 100 lb. released rail. A total of 1,300,784 treated ties were placed in track, as compared 
with 1,612,228 in 1929. 


The decrease of $8,658,551 in Maintenance of Way and Structures Expenses is made up as follows:— 
ee am—m—vwvwwOmoollwV{\nm7"" 


Decreasd 


Due to Change 


in rate per Due to 
——— Man Hour or Decrease Net 
Price of in 
Material Quantity 
$ $ $ 
BIO E )osie bales Pilesesh ae oe Fes winds s tind hae bee Fee pe Sipe cle os 1,190,838 (Inc.)| 4,645,911 3,455, 073 
Materials and miscellaneouS............0. esse cee ecco tenes 305,598 4,897,800 5, 203,478 
Fetal Soe ce Nee eae Dg, Sire ich oe ERE 885,240 (Inc.)| 9,543,791 8,658,551 
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Mr. Hanson: I would like a little explanation of why there was an increase 
in the labour and a net increase in the total. 

Mr. FarRwEATHER: There was an actual decrease in the quantity of labour. 

Mr. Hanson: Yes, I get that. 

Mr. FarrweaTHerR: And there was an increase in the average rate of com- 
pensation. That reflects an increase which had been made in 1929, that I think 
answers your question. 

Mr. McGrsson: I notice in looking over your report that you spent, speak- 
ing from memory, $1,000,000 odd on ballast.. I notice also the Canadian Pacific 
spent about $6,000,000. Is the road bed of the National Railways that much 
superior to the C. PA 

Sir Henry THORNTON: That involves an svdeninetion again, as I said a 
moment ago, of the speed, weight and volume of the track. Now, generally 
speaking, it has been, I think, revealed by the statistics that, taking the C.P.R. 
as a whole their density of traffic is materially greater than ‘that of the Cana- 
dian National. I do not quite know what you want to get at, Doctor, but that 
is the only answer I can give you at the moment. I am anxious to answer your. 
question but I am not so sure that I understand it. = 

Mr. McGrsson: It would look to me to be a very essential part of rail- 
roading to keep your track in proper shape. Your figures on wreckage and so 
on, seemed to be enormous compared with the other road, and yet there does 
not seem to be relatively like the same amount of money being spent to keep 
the roadbed in efficient condition. 

Sir Henry Tuornton: Well, without wishing to go into the detail of 
Canadian Pacific expenditures and offer any comment thereon my recollection 
last year is that the C.P.R. reduced to a greater percentage their total main- 
tenance of way expenses in a comparative way than did the Canadian National. 

Mr. FarrweaTHER: Oh, yes, very much more. 

Mr. McGiszon: I think the figures are about $6,000,000 that the C.P.R. 
was spending and the National Railways something over one. In looking 
over the amount of money that you paid for claims for damages and for 
wreckage you are paying much more, a great deal more. 

Mr. Farrweatuer: Mr. McGibbon, are you referring to the year 1930? 

Mr. McGrsson: Well I am referring to the last report. 

Mr. FarrwEaTHER: No, but in the C.P.R. You speak of the C.P.R. 
Are you referring to 1930? 

Mr. McGispon: The last report we have got. 

Mr. FarrwEATHER: Well, is that 1930, sir? 

Mr. McGrisspon: I presume so. 

Mr. FatrwEAaTHER: I cannot believe that - is, because I do not bot 
that their primary accounts have been published for 1930 yet. 

Mr. McGisson: I am speaking of the last report we have got. ‘This 
might not just be the proper place to ask the question, but might I ask what 
is the cause of so many large claims for damages and property damage and 
wreckage on the National Railways. 

The CHatrMaN: Just let that go as a question and we can get along with 
something else. . . 

Sir Henry THornton: Perhaps this might be the easiest way to dispose 
of that: If our secretary will make a note of the whole question then by to- 
morrow’s meeting we will probably be able to get some statistics which will 
illuminate the situation. 

Mr. McGisson: That is quite satisfactory. 
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Mr. FAIRWEATHER: 


Decrease 


Due to Due to 
—_— Change in | Decrease Net 
Price of in 
Material Quantity 


$ $ $ 


ac aR te eee oe ray ok Codon toe 33,040 | 1,558,796 1,591,836 
eral cee eee ae tel yen oe i PN ie ae ee al oc cage ee 22,071 703,727 725,798 
MOEN OD WIISCOMENEUUS. MAA LCTIAL. Dowco lore secaie thie b o-e.0 Ga aulovele oS wine be othe 250,487 | 2,635,357 2,885, 844 

otal ae ee ees, | mar a a ce eh as ae 305,598 | 4,897,880 5,203,478 


Principal Increases and Decreases in Maintenance of Way and Structures Accounts were as follows:— 


Principal Increases: Maintaining joint tracks, yards, etc. Dr............... $ 189,271 
Principal Decreases: Bridges, trestles and culverts..................5..005 486, 386 
CLG SS RR Nae ee ee an ERA RE PAC nas, TUNE eee etunge fa 1,591,836 
EUS LS eee a eee er eh a Sarnia A ti epee ee y ROEL 725,798 
Otherarack Material aan. eae oon he ee ta oars ale 573, 194 
Ballast case ea oe ea sre tens © tC OPN aon ata 703,006 
Trackla ying ang Suriacing ey. ve. ees LL eens 2,290,498 
Station‘and office Imetld MES mses c.be sn. ce oes eee. ee 424,453 
Shops and enginehemees Weise se das case as ois Sepieeine ws 348, 323 
Removing snow )1ee and ‘6andys,. cis. + eq. «abel 270, 922. 
Comparative expenditures for Maintenance of Equipment in 1930 and 1929 were as follows:— 
Oa) aa ene me Ree ee 0m ee SG op SICA SA Co gets $ 438,091,330 
2 eee ie ae ee cee Fel 5 Os ical Rin Wy a wl Sregpelacg aeee ite we Rr 49,527,852 
PO CLOSE MME he ater kd oly ome rs t stot te een spaley «oe $ 6,436, 522 or 13:0% 


The decrease in expenses is divided between labour and materials, etc., as follows:— 


Ed 
oooooooaoE>amaBaB=aBBnBnnDnapQSaQOmaaaeaeeeeeeaeeaaeasaaaaaaaaaaa— es; eee 


Decrease 


Due to Change 


ee in rate per Due to 
Man Hour or Decrease Net 
Price of Tihs 
Material Quantity 
$ $ $ 

_T UPL ST ERS = ache, as acy ele lg, AIR eae ee i eens a a 610,945 (Inc.)} 3,068,555 2,457,610 
Materinis-sand miscellaneous. 20.ki oats eee ect eedalees 1,088, 974 2,939, 938 3,978,912 
DOULA He ae cee nk Re bd ae ek Ri aaresciRy eee 428,029 6,008, 493 6,436, 522 


The condition of equipment at the end of 1930, as compared with 1929, was as follows: 


OOOO oaaaaoeeeeeeeee_e_eG_oa_3“——SSsSsSSsSs eee nny 


Percentage Serviceable 


1930 1929 
% % 
RSTO CLV GSE Pat ef eR ied Preto a ohn colds GSE ERIS tig LAE Horgan a ie be et ace there: S18 78 *2 80-1 
LNT te Cok CE cect reel Ae eres 6 oud: < sho, = eats wre Ne Sa POR AT tig WA. CEE NE aE 92-2 93-0 


i 


These figures compare favourably with Class I» United States roads, as indicated by 
the following: 


ooo ewes SSS Bt 


Percentage Serviceable 


1930 1929 
: % 0 
ME CHENI TS PAN Oe ees eI cles eats ee Bh ere a ER ie ok RES OE ene shies wpe ie eas 81:3 83-8 
eras Tn TO a ae EE ANN Pa gan oh cB cuneate ae chara s fateh Sand: ovile- bana s 93-3 94-6 
30032—2 
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Principal Increases and Decreases, by Primary Accounts, were as follows: 


Principal Increases. ei... 638. ks BN dou cers Oe Mp eh agian NN Tia a2 See $ 56, 625 
Priticipal Decreases. 2), A ee? hop Machinery. sec, (la ee ee 133, 354 
Steam Locomotive Repairs............. 1,998, 143 

Freight Train Car Repairs.............. 2,025,494 

Freight Train Car Retirements.........; 360, 463 

Passenger Train Car Retirements....... ita Oe 

Work: hquibmentj sees os ok ee ere 500, 592 

InsurAnGe i at ne ene etn ee re 294, 568 

The comparative Traffic Expenses in 1930, as compared with 1929, were: 
LOBOS Sea ORe SF RO Ua ee aaa ee acto at ie eRe $ 7,712,968 
UEDA! AVEC CME oe Mh Mo NE Sey SR ITM Har Ikra rt Ae on BS ey LS a ae i 7,552, 656 
Encrease, oe cs eee ee oe en ee en $ 160,310 
or 2-1% 


The 1929 accounts included a non-recurring credit of $171,500 for the Detroit and 
Toledo Shore Line. 


There was a decrease in Radio of $21,419 and in Colonization of $42,094. Rentals 
increased $138,135. There was a general decrease in Wages, Commissions and Supplies of 


$85,000. 


The expenses of conducting transportation in 1930 and 1929 were as follows: 


| MRE DE NS Ae RS SO VE A Mb RNC a ices adits Theat) yk ieee A $ 96,105, 934 
DA! pipet rane cenire sw 5 Au Te naar neers Ube pee Nedrg Sets Roa: Aen lank 108, 034,012 
Decrease 2s esos Sart ere eo | ae eae $ 11,928,078 or 11-0% 


This decrease of 11.0 per cent compares favourably with a decrease of 11.3 per cent 
for all Class I United States roads. 


Mr. Grary: How long ago did you install radio, Sir Henry. 

Sir Henry THornton: I am speaking now from memory. I think our first 
radio installation took place in 1923 or 1924, probably in 1923. 

Mr. Geary: Have you increased that. 

Sir Henry Tuornton: Yes, we have increased the radio activities. That 
came up in this fashion: Early in 1923 it semed pretty obvious to the traffic 
and operating officers of the company and myself that the employment of radio 
represented a very interesting and important field largely, in fact almost entirely, 
for the purpose of advertising, and the Canadian National Railways was the 
first railway in the world I think to realize the importance of radio broadcasting, 
to install it upon its trains and to use it as an implement of advertising; so we 
commenced in 1923 installing radio on our trains, and that has progressively 
advanced. Naturally to-day, under the conditions that confront us and the 
necessity for economizing, that has not been pursued as progressively as it was 
In previous years; but briefly that represents the reasons for which we got into 
the radio broadcasting field and the use we attempted to make of it. Incidentally, 
since that time more than one railway on the North American continent has 
pursued the same policy. 

Mr. Hanson: What other railroads have established it. 

Sir Henry Tuornton: The C.P.R. I think, three years ago. 

Mr. Hanson: I mean on their trains. We are speaking of installing it on 
their trains. 3 3 

Sir Henry TuHornton: I think the Great Western railroad in England, 
but I may be wrong about that and I do not know to what extent they are using 
1t. 

_Mr. Hanson: Any other big lines in America that have installed radio on 
their trains. The C.P.R. use it for advertising purposes, of course. 

_ Sir Henry THornTon: I do not know that I can say offhand whether any 
railway in the United States has installed it on their trains at all. 
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Mr. Hanson: None of the big lines in eastern United States have. 
Sir Henry TuHornton: I think that is probably true. 
Mr. Geary: Have the C.P.R. radio on its trains. 

Sir Henry THornton: No. 

Mr. Gray: As a matter of fact, instead of presently increasing you are 
taking off. 

Sir Henry Tuorntron: We are taking off. We are marking time with 
respect to the whole thing. . 

Mr. Geary: You first began by installing radio and picking up from 
stations along the line, and then you went into the other branch of radio; you 


started as a pure matter of advertising. 


Sir Henry THornton: That is quite right. 

Mr. Geary: When did you start your broadcasting stations? What was 
the expense of that? 

Sir Henry THornton: This whole exploration into the field of radio was 
to a large extent experimental. It looked to us that the principle was a sound 
one and we had to feel our way, try out various things, and the situation to-day 
represents the result of several years of trial and experiment. I am just speak- 
ing from memory again. I think it was probably about three or four years ago 
that we went into broadcasting concerts and things of that kind ourselves. 

Mr. Geary: You have a station. 

Sir Henry THornton: We have a station in Ottawa which we erected 
and use for broadcasting purposes. We have another at Moncton. We have a 
third on Vancouver Island, and other stations that. we employ which are usually 
owned by newspapers. 

Mr. Hears: What has*been the value of the radio broadcasting to the 
Canadian National system. 

Sir Henry THornton: That is a very difficult thing, Mr. Heaps, to say 
just in dollars and cents, 3 

Mr. Heaps: In a general way, Sir Henry. 


Sir Henry THornton: I should say that, generally speaking, the advan- 
tage of it from a propaganda and advertising view has justified the expense, 


particularly in the prosperous times which we passed through until recently. 


You have got to remember, if I may say so, in connection with the Cana- 
dian National system and the whole advertising situation, that up until the 
last few years, or up until eight years or so ago the Canadian National system 
was relatively unknown. To a considerable extent it still is. We frequently 
have cases of people, travellers and shippers in the United States, who confuse 
the Canadian Pacific with the Canadian National. They just know that there 
is some kind of a Canadian railroad in Canada and they are not altogether 


_ sure whether it is Canadian National or something else. 
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Now, one of the problems which the Canadian National had to meet in 
securing both passenger and freight traffic was to establish its identity as a 
transportation machine. On the other hand the Canadian Pacific had been in 
existence for several decades, had been the predominant railway in Canada, 
was well and favourably known, and rightly so, all over the North American 
continent, in fact all over the world, and we were like any other manufacturer 
who goes into a new field manufacturing some commodity, he has got to estab- 
lish himself within the knowledge and the minds of purchasers that he is in 
the business otherwise people do not go to him. A man, for instance, who 
opens a new department store in a large city initially is obliged to go into a 
very considerable expense to establish himself which his older competitors may 
30032—24 | 
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not at that time have to carry, but which they probably did have to incur at 
the time they started. | 

So that the large problem which confronted the Canadian National system 
was to advertise itself and establish its identity as a producer and seller of 
transportation, and all of those things, one of which you have referred to, and 
many others, were simply for that purpose. . 

Mr. Hanson: Sir Henry, in my humble opinion, the use of radio is per- 
fectly legitimate, that is, the use that you make of it; but the criticism we have 
here, sir, is the establishing of the radio on the trains, and you are not proceed- 
ing, I understand, with that. 

Sir Henry Tuornton: No. That is a subject which is generally engaging 
our attention. 

Mr. Cantiey: Sir Henry, I wish you would take it out. It is a nuisance. © 

Sir Henry THornton: The cost of equipping our trains for radio reception 
was $35,800. Now, opinions vary. Some people like it and some do not. I 
think on the whole more people like it than dislike it. It is very much like 
the question of whether you are going to allow people to smoke in the parlor 
car and on the rear end of the train. Some want to smoke and some do not 
and it is almost hopeless to try and satisfy them all. | 

Mr. Geary: It is quite all right if you can differentiate there. You do not 
need to have the loud speakers. 

Sir Henry THorNToN: We have been getting away from the loud speaker 
as rapidly as possible, simply leaving it to the individual to use the ear tele- 
phone or not. 

Mr. Hanson: What has been your capital cost for the installation of radio, 
both branches? 3 

Sir Henry THoRNTON: $170,000. 

Mr. Fraser: What is the annual charge? 

Sir Henry THORNTON: That is the total capital expenditure, 

Mr. Geary: For your broadcasting station? 

Mr. Fraser: What did it cost last year? 

Sir Henry THornton: It cost us last year on operating account $420,000. 

Mr. Heaps: Is there any return? 

Sir Henry THornton: The only return is the value we think we get out 
of it in advertising. There again you have to differentiate between that which 
you think makes the best return—advertising in periodicals, or newspapers or 
the radio. This whole question of advertising is not susceptible to any precise 
formula. It is a matter of judgment. Now, we may make mistakes, I do not 

‘mean to say that our advertising policy has by any means been absolutely 
accurate. We have to try various means and see what the answer is and what 
the result may be, and this whole exploration of the field of radio was for the 
purpose of determining to what extent it might be regarded as a useful adver- 
tising implement. . 

Mr. Heaps: There is another factor which I think should be borne in mind, 
that is the character of the entertainment and educational instruction, you might 
say that is put over the radio. I must say there has been a good deal of highly 
favourable comment on your concerts, something which cannot be measured 
in terms of dollars ‘and cents. Then we have had those historical lectures coming 
over the radio and those symphony concerts which have been very much appre- 
ciated particularly out West. 

Sir Henry THornron: I am glad you referred to those historical sketches. 
That is something we hit upon ourselves and which, personally I think was 
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pretty badly needed in Canada. After all, take Eastern Canada. I think 
about the most outstanding and perhaps the only real history that has been 
written about Eastern Canada was written by Parkman, and it is a rather 
amazing thing that in the whole of this country we cannot produce a historian 
of native birth that compares with Parkman. 

Mr. Geary: Just the same as the United States cannot produce a historian 
to compare with Goldwin Smith. 

Sir Henry THornton: Probably historians are claimed by no particular flag; 
but the whole history of Canada is full of romance, full of heroic things, full of 
noble deeds which furnish an admirable incentive to the on-coming generation 
and, speaking for myself personally, I felt that it was essential for the welfare of 
the Dominion that our young people coming on year by year should be familiar 
with the history of our country, and that was largely the motive which 
prompted the introduction of these historical sketches, and I think they have 
served a useful purpose. 

Mr. Hanson: Your programs are good, Sir Henry. 

Mr. Geary: It is not a criticism at the moment at all, I hope it never will be; 
but I would like to have some idea of the capital outlay. You say $170,000. 
Do you mean to say the installation of your broacasting station is included in 
that. 

Sir Henry THornton: Well, I have just got the figures here. This capital 
amount I have given you is exclusive of the rentals that we pay for the use of 
stations. You will find that in the $420,000. 

Mr. Hanson: That is not capital... 


Sir Henry THornton: Mr. McLaren tells me that $170,000 represents the 
total capital expenditure. 

Mr. Geary: Could you tell me, roughly speaking, the. cost of broad- 
casting from 1924 to the present date, the operating cost. 

The CuairMan: You had better put that in the form of a question. 

Sir Henry THornton: There was a decrease of about $20,000 last year, 
that is, comparing 1930 with 1929. Now, we could go back into past years. 

Mr. Geary: Is that a primary subdivision of some particular primary 
account. 

Sir Henry THornton: We can give you that if you desire it. 

Mr. Grary: I think I would like that. 

Sir Henry THornton: We will have it at the next meeting. 

The CHatirMAN: This radio business is looked upon as an advertising 
proposition. At the same time, Sir Henry, I think it would be just as well to 
give us a short memorandum of what other advertising there may be. Take for 
example any newspapers that you publish, or anything of that kind. Let us 
get it all together. 


Sir Henry TuHornton: Well, that would come up under the discussion on 
advertising. 

Mr. Kennepy: How much is being spent on the Colonization department? 

Sir Henry THornton: Might I just leave your question stand for a 
moment and answer a question that was asked in regard to advertising. The © 
total advertising expenditure in 1930 was $1,452,000, an increase of $23,000 
over the previous year, and I think that in total newspaper advertising, maga- 
zine advertising, there are 38 different items. 

The CuairMan: Can we have the details of that, Sir Henry? 

Sir Henry Toornton: Yes. I will hand this to the official reporter. 
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ADVERTISING EXPENSES—1930-1929 COMPARATIVE 
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161,824 82 
23,098 32 


1,452,489 26 | 1,429,390 94 138,726 50 


Mr. Geary: I would like also to have a list of your insurance and the 
companies that are carried, and the amounts. 

Sir Henry THornton: We can give you that quite easily. I might just 
answer the general question by saying that most of the insurance is carried by 
our own insurance fund. We will make a note of that question. 

The Cuatrman: I think it would be quite illuminating if we had Sir Henry 
give you a short resume of the insurance position. It is quite interesting and 
one that I would like the committee to hear. eZ 

Mr. Hanson: You mean at this time? 

The Cuarrman: I do not care whether it comes now or not, but it is well 
worth having five minutes spent on. 

Sir Henry TuHornton: I can give that, in just a few minutes. | 

When this administration took charge of the combined Canadian National 


properties we were paying, as I recall it about $1,000,000 in premiums to various = 
Insurance companies and after 1923 the decision was reached that the railway of 
company should establish its own insurance department and do its own insuring, o 
on the theory that if we did two things, first, paid into our own department 5 
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the same premium as we had previously paid to outside insurance companies — 
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and at the same time organize the department and pursue a reduction in fire 
loss through the introduction of proper fire protection and through proper inspec- 
tion, that we could eventually build up an insurance fund which would meet 
the annual fire losses. 

Mr. Heaps: Is this, Sir Henry, only referring to fire insurance. 

Sir Henry Tuornton: Yes. Now, this has been the result: the reserve 


-fund of fire and marine insurance—has improved during 1930, and the total 


reserve as of December 31, 1930, is represented at $14,470,000. In other words, 
we have built up a reserve insurance fund of substantially fourteen and one- 
half million dollars. 

Mr. Hears: For how many years is that, Sir Henry. 

Sir Henry TuorNToN: Since 1923. It is within the last eight years. That 
is the result of eight years accumulation. 
| Mr. Cantiry: Sir Henry, you referred to marine insurance. I take it 


that refers to the boats in the service of the Canadian National Railways, not 


the Canadian Merchant Marine. Is that correct. 

Sir Henry Tuornton: The fourteen and a half million includes the 
Merchant Marine Service. 

Mr. CantLey: It includes both? 

Sir Henry THornton: Yes. It is allocated as follows: Ten and a halt 
million to what is known as land services, Canadian National system; three 
and a half million to the Canadian National Steamships, and $353,000 to the 
Canadian National West Indies Service, totalling approximately fourteen and 
a half million dollars. 

Mr. CantLEy: You have some boats on the Pacific coast. 

Sir Henry Tuornron: Yes, those we propose to insure outside. 

Mr. Hears: What loss, Sir Henry, have you had in that same period. 
Sir Henry THornton: $715,000 fire losses; marine losses $516,000, total 
$1,231,000. The increase in fire losses was due principally to the destruction by 
fire of our dock at Vancouver and the freight shed at Mission, Ontario. The 
dock at Vancouver at the time of the fire had not been turned over to us by 
the contractor. ‘The result was that’ we did not have to shoulder the total 
loss, this being taken care of by the Underwriters. The same situation 1s more 
or less true at Mission; but that represented the fire losses for 1930. That was 
a fairly heavy year. . 

Mr. Heaps: Is the company thinking of extending that form of insurance 
to other branches of the service? 

Sir Henry Tuornton: In what respect. 

Mr. Hears: Well, compensation and so on. 

Sir Henry Tuornton: Well, that is under examination but we have not 


s 


come to any conclusion with respect to what we should do with it. 


- _T would like to say that this fourteen and one-half millions I mentioned is 
invested in securities; most of them are Canadian Government securities, which 
are kept in a separate fund for the benefit of the insurance fund itself. 

Mr. Gary: That fourteen and a half million dollars is cash practically. 

Sir Henry THornton: Yes. 

Mr. Geary: Has that been built up simply by allotting to that branch 
the ordinary underwriters’s rate. 

Sir Henry Tuornton: That is right. 

Mr. Geary: No Capital sum put in to start with. 

Sir Henry THorntTon: Oh, no. . 
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Mr. Geary: And it has increased then to that extent from the premiums 
themselves over and above the fire losses. 

Sir Henry THornton: Except, I think, that we started off with a fund 
of about $2,150,000 which the old Grand Trunk had. That was a fund which 
the former Grand Trunk had built up, and that was incorporated in the 
insurance fund. 7 

Hon. Mr. Manion: Did not you tell me at one time—I just want it 
brought out if it is true, and I think it is—that you have really reduced your 
charges, your underwriting charges, so to speak, as compared with what you 
charged initially? 3 | 

Sir Henry THornton: Last year we made a reduction in our charges 
on account of insurance because we had this fund to build up. It represented 
the thrift of previous years, and we thought in view of the present condition 
of earnings, and so on, that we were justified in taking advantage of the 
prudence of previous years. 

Mr. Hanson: And the result of your experience. | 

Hon. Mr. Manion: They felt they were safe. Could you give in round 
figures the insurance you carry outside your fund? I just want to have it 
on the record. I may say that, in my opinion, one of the most pleasing things 
I have run across is the way that insurance fund has been built up and 
established. | 

Sir Henry THornTon: Well it has been a very satisfactory experiment. 

Mr. McGispon: What about the amount of insurance running as com- 
pared with seven years ago. 

Sir Henry THornron: You mean the amount of outside insurance? 

Mr. McGisson: No, the amount carried on your own properties. 


Sir Henry Tuornton: Ithink we can get that in a minute. The total 
amount that we are insured for in the insurance fund is $391 ,500,000. 2 

Mr. McGrsson: How do your premiums compare now with what they 
did seven years ago. | 

Sir Henry THornton: I do not think I can give that off-hand; but my 
recollection is that in 1922 we paid something like $1,000,000 to outside com- 
panies as a matter of premium. Now we continue to pay that same amount 
into our own fund,-and as a result of that— 


Mr. Geary: Not the same amount. 

Sir Henry Tuornton: Yes, the same amount, I mean at the same: 
premium rates. That is the way we built up this fund, by paying to ourselves 
the money which we previously paid in premiums to outside companies, 

Mr. Geary: Well at that point, Sir Henry, in 1922 your premium pay- 
ments to outside companies would be $1,000,000. 

Sir Henry THornton: Roughly that. 

Mr. Geary: With your increase in buildings, and that sort of thing, would 
you not to-day pay a greater premium than $1,000,000? 

Sir Henry THornton: Yes, of course our railway premium in 1929 was 
$1,685,000; in 1930 it was $810,000. Last year we had a couple of very 
unfortunate fires, but we have been pretty steadily reducing our fire losses. 


Mr. Geary: No, but your property covered has increased. 
Sir Henry Tyornron: That may be. 


Mr. McGisson: In other words, it is just a bulk insurance you take on 
the whole thing. 


Sir Henry THornton: That is Ite 
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Mr. Hears: You had been paying out $1,000,000 a year, and then you 
commenced paying into your own insurance fund. ‘Taking the interest that 
that $14,000,000 would bear you will probably be able to carry the insurance 
on your property withou paying any premiums at all. 

Sir Henry TuHornton: That is just exactly where we are getting. 


Mr. Geary: But if the earthquake zone moved from San Francisco to 
Vancouver. | 

Sir Henry THornton: Of course, we may have an earthquake or a serious 
conflagration at any time. 

Mr. Hanson: The safety of your noetion is the wide distribution of your 
risk, 

Sir Henry THornton: In 1929 we paid in premiums to outside companies 
$141,000 and in 1930 $245,000. Many railway companies have insurance funds. 
For instance, my recollection is that the Pennsylvania has an insurance fund 
which has a capital value of about $20,000,000. When they get to that point, 
which we are approaching now, they very often put out their large risks out- 
side to protect their own fund. They really reinsure against their own fund 
and usually get extraordinarily favourable rates for a thing of that kind. 

Mr. Geary: Is your investment in outside companies like the Toronto 
terminals covered by your own insurance fund. 

Mr. McLaren: That is carried in an outside company and charged against 
the expenses of the Toronto Terminals. 

Mr. Kennepy: I understood you to say you were paying about $1,000,000 
a year in 1922 to outside companies. 

Sir Henry THorntTon: That is just my recollection, from memory. 

Mr. Kennepy: What I was wondering was, if you started ‘with a little over 
$2,000,000 of reserve taken over from the Grand Trunk Railway and you are 
paying into your own fund $1,000,000 for about eight years, how did you get up 
to $14,000,000. 


Sir Henry THornton: That money was invested in I think, 5 per cent 
bonds. It has been drawing an interest rate of 5 per cent on the investment 
each year. It has a compounding interest. 


Mr. Kennepy: The losses must have been very small. 
Sir Henry THornton: Yes, they were quite small up until as I say, last 


- year when we had some pretty heavy marine losses and some pretty bad fire 


‘losses. 


Mr. Geary: I should not think you are very strong in reserve on account of 
marine losses. That is a pretty heavy rate. You have increased your adver- 
tising last year. 

Sir Henry Tuornton: By $23,000. The detail of it I have handed in. 
Are there any further questions. If not shall we proceed. 

Mr, Kennepy: I think I asked you something about the colonization branch, 

Sir Henry THornton: Oh, yes. Our expenses on account of colonization, 
agriculture and natural resources last year were $546,000, a decrease of $45, 000 


_ as compared with the previous year. 


Mr. Kennepy: Well, what are they Hanis most by advising settlers to 
move from one part of the country to the other? 

Sir Henry THorntTon: Most of our colonization efforts are towards bring- 
ing in families who have themselves a certain amount of capital, which has been 


; fixed upon, and settling them on the land. Of course, everybody knows that 


cee 


immigration has been considerably reduced in the last year or so. 
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Mr. Kennepy: A lot of the farmers in the west think that you might as 
well be employed putting them back in the city instead of putting them on 
the land under present conditions. 


Sir Henry THornToN: Personally I do not agree with that. I do not think 
there is any useful purpose to be served in driving people to the cities to-day. 


Mr. Hanson: Mr. Black, your director, is here and I think it would be 
most interesting and illuminating if we could have a short statement from him 
as to Just what they are doing. 


Sir Henry THornton: Dr. Black is the director of colonization. 


Dr. Brack: On this question of colonization, of course, it is well known 
that Canada is not interested in getting any number of new people into the 
Dominion at the present time. What the gentleman has Just said in regard to 
the opinion of the farmers in Western Canada— 


Mr. KmeNNeEpDy: Some of them. 


Dr. Buack: Some of them, yes, of course is being recognized, and it is not 
only being recognized, but insofar as it appears to be in the public interest I 
believe that the policy of the railways, and of the department for that matter— 
although I am not here to speak for any other institution but our own—is being 
guided accordingly. 

I think it is being recognized to-day by all of us that in view of the present 
conditions to which you have referred, Sir Henry, about bringing people to the 
cities, it would be better for a lot of people now in the cities if they were some- 
where where they could contribute to the production of the kind of food which 
they require for themselves, and just recently a plan has been worked out 
whereby the federal department of immigration and the Immigration Depart- 
ment of the two railways are coordinating their activities to that end. 


Now, I want to point this out to you in connection with the expense that. 


has been incurred in connection with our effort, that we have been identified 
with the coming to Canada of quite a few people, agricultural -people within 
recent times, people coming from other land settlements in order to increase the 
density of population on the land adjacent to our railroad. That has gone on 
very well in good times, but when times change, as they have in the last year, 
it does not seem justified to quite the same extent. But here is a feature of it 
which we are obliged to deal with at the present time, and which is responsible 
for a certain amount of expense. We have had a good many people coming to 
Canada in the last five years who have not attempted to settle on farms of their 
own immediately. That is to say, we have séttled last year a great many 
families which have come here; this year we have assisted in the settlement of 
a great many families on land in Western Canada who were here before; and 
up to the Ist of June, I may say we actually had assisted 1,011 families this 
year in getting established on the land in Canada, and that included not only 
families in Western Canada who were here before, ‘but it included some families 
which had come from the United States, although quite a number were those who 
formerly had lived in the Province of Quebec and had returned to parts of 
Quebec where they can settle on land and to parts of Ontario and parts of 
Western Canada. ; 


No one has gone to settle on the land in Ontario for the purpose of making - 
money, but rather for the purpose of establishing themselves where they will 


ultimately have a home and be able to take care of themselves. 


I do not know of any responsible colonization man to-day who desires to 
increase immigration for the purpose of increasing the problem so far as produc- 
tion is concerned. We all realize that the people who came to this country came 
for the purpose of establishing homes for themselves. 
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I do not know that I have answered the question. There are many aspects 
of the situation, and if anyone would like them explained, I would be glad to 
explain them as well as I can. 

Mr. Hanson: Mr. Black, what are you doing in the different provinces? 

Mr. Biack: I am glad that question has come up, because the situation 
is not the same really in any two districts of Canada. We have one problem 
in British Columbia, where they will welcome a class of settlers that the 
Prairies do not want. Ontario also has another and different problem; and also 
they are different in New Brunswick and Nova Scotia. 

In New Brunswick and Nova Scotia they determined that they would 
assist certain colonists from the British Isles and from Scandinavian countries. 
None has been coming from France. There is not exactly an order, but a 
statement has been issued by each of these provinces that they will take 150 
families from selected European countries. There is also what is known as the 
New Brunswick family system, by which 150 British families may come there 
and be settled under a scheme which is very much the same as what is known 
as the Three Thousand British Family Scheme, which applied to all Canada 
three years ago. 

New Brunswick and Nova Scotia, and also Prince Edward Island, are three 
of the provinces of Canada which have not been entirely in accord with the 
sentiment of the West, and for their own reasons; and in fact the immigration 


‘ problem is about the same in the Maritime Provinces to-day as it was in other 


parts of Canada say five years ago; and these provinces are co-operating with 
the Federal Department of Immigration to promote immigration to the Mari- 
time Provinces, so long as they can be sure it means more settlers on farms; 
and thus is confined to settlers on the land. 

The CuairMAN: Now we go on with the analysis, Mr, Fairweather. 

Mr. FarrwkATHER: Labour, Materials and Miscellaneous— 

Mr. Hanson: Before you proceed, Mr. Fairweather, on the preceding 
page, page 10, “‘ Transportation Expenses. The expenses of conducting trans- 
portation in 1930 and 1929 were as follows.” Just what is meant by conducting 
transportation? 

Mr. FarrweatHer: The details will be found on page 21 of the Annual 
Report. 

Sir Henry THornton: That represents briefly such items as are incurred 
through the actual movement of the traffic. 

Mr. Hanson: Outside of the running of the trains themselves? 

Sir Henry THornton: Oh, all that is in it, trainmen and train supplies, 
all outside of maintenance. 

Mr. FAIRWEATHER (Reading): 


Decrease 
—— Due to Change | Due to Net 
in rate per Man increase 
Hour or Price of in 
Material Quantity 
$ Sate yea § 

Wuaboures.. or... ST Se coro fe Be At ete on pire 60,338 (Inc.)| 7,238,383 7,178,045 
Materials and Miscellaneous........... 2.055 +sese ese seers 1, 258, 542 3,491, 491 4,750,033 
SBS 7 Bog cog ON gee Pa Pe ee aR a 2a Rd 1,198, 204 . 10, 729, 874 11,928,078 


‘As indicative of the economies resulting from new equipment, the coal used in freight service per 
thousand gross ton miles was 118 pounds in 1930, as compared with 143 pounds in 1923. At the present 
price of coal, this economy represents a saving of approximately $2,200,000 per annum in the fuel bill of 
the Railway. The 1930 ration of 118 pounds per thousand gross ton miles compares with 121 pounds for 
all Class 1, U.S. Roads. Additional savings in Passenger and switching services, etc., would approximate 
$500,000, or a total of approximately $2,700,000. 
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Mr. McGrsson: How do you account for the decrease in coal consumption? 

Mr. FarrwEATHER: By the increased efficiency of our locomotives, burning 
less coal. That results from the application of economy devices to our locomo- 
tives, and from the very close scrutiny of the supervising officers of the way the 
coal is handled, from the time it is obtained until it is consumed. Our efficiency 
in the consumption of fuel is increasing steadily. 

Mr. Hanson: At the same rate? 

Mr. FarrwEaTHER: I can give it to you. 


Mr. Kennepy: How do you account for the fact that you beat the work of 
the United States railways? 


Mr. FatrweaTHerR: I think it is the result largely of more capable super- 
vision. 
Sir Henry THornton: Our locomotives have been built, I think, largely 


by the Kingston Locomotive Works, some by the Montreal Locomotive Works, 
and some in our own shops. 


Mr. Geary: Is it your own school of engineering which devised these 
improvements? 


Sir Henry THornton: They are the result of the intelligence of the super- 


vising officers of the Engineering Department. That is a part of the ordinary 


day by day work of the mechanical department. I think in connection with 
that I might say that I think we have the best Chief Mechanical Engineer on 
the North American Continent. . 


Mr. Geary: You specify what you want in a locomotive, then, if you get 
it built by the Kingston Locomotive Company? 


Sir Henry THorRNTON: Yes. 
Mr. Geary: It is your design? 


Sir Henry THornron: Not mine personally, but that of the supervising 
officers. gc | 

Mr. McGrsson:. Does that include the short hauls? Anyone who drives a 
motor knows that he will get more miles on a long run than he can on a short 
one. 

Mr. FarrweatHer: ‘That is true, and that is one of the things which has 
aided us. We were one of the first companies on this continent to establish long 
engine runs. We have engine runs up to 800 miles. 

Years ago an engine was run only about 125 miles. We early realized the 
economy from extended runs that when the condition of the roadbed and of 
the equipment would permit of it we put in longer engine runs, and we now have 
engine runs up to 800 miles in length. 


Mr. McGrsgon: Due to the fact that the wheat crop, for example, is a 


long haul, increased a little from the year before, but the dropping off of the 
traffic was in your in transit and local stuff. 


Mr. FarrweatHer: We are really talking about a highly technical thing. 
This unit of consumption of coal per thousand gross ton miles is a measure 
which takes into account these variations which have been spoken of, as well as 
it can be taken in by technicians. : 

To show that there has been steady improvement, if you will take the index 
of fuel consumption, starting in 1923 as 100; in 1924 it was 104-3; in 1925 it 


was 111-4; in 1926 it was 113-2; in 1927, 114-0; in 1928 it was 118-7; in 1929 


it was 116°8 and in 1930 it was 118-7. 


Sir Henry TxHornton: Showing progressive improvement in this one 
particular item. | 
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Mr. McGisson: This may not be directly on the point, but how does the 
efficiency of a railway engine now compare with what it was? 


Sir Henry THornton: Speaking of the state of the art, the steam locomotive 
of ten or fifteen years ago had a fairly bad reputation; and electrification was 
travelling on its heels; but like many other things, that excited in the minds of 
railway executive and mechanical officers a desire to see if something could not 
be done with the good old steam locomotive; and progressively, in the last ten 
years, there has been concentrated effort to improve the efficiency of the steam 
locomotive, and that has reflected itself upon the position which we find to-day, 
with the result that the steam locomotive is as a machine much more efficient 
than it was several years ago. 

Mr. Geary: Are you burning oil much now? 


Sir Henry Tuornton: The burning of oil is pretty much confined to British 


Columbia. 
2 Mr. Fraser: You think your system is pretty well up in the forefront? 
] e ines 
4 Sir Henry THornton: We know it is. 
4 Mr. FarRwEATHER: (Reading) : 
: The principal Increases and Decreases, by Primary Accounts, follows:— 
% Principal Increases.......Oper. Joint Yds. and WermlssDrcige5o ces eens ¢ $ 203,990 
a DNrurice tockersone: ir shee os. Vee eee 57, 758 
i, : Principal Decreases...... Ste Ons uiiplovees eo. ke eee a ree 1, 263, 316 
c ‘ard Conductors and Brakemen.................. 989,410 
. Pram mopinoment ;)) obs di Thos wih. tie eee lame 744, 260 
4 HUCHIDMAOCOM as ee eee eo ee ed ae 3,459, 683 
a clrain Bingineiien teed tv aroha ee 1,397,610 
y pe PUTT cee ee natch one oe a ee me Memes 1,399, 806 
i Train. Supplies and’ Expenses... 2.0... 008... 385, 548 
- Hossand) Damage: Freightes joe cm eae 288, 861 
a Wixpresainervices. 2-1 (toma pees wee tae ee eed 554, 669 
ba Mr. Hanson: This question of station employees, I suppose, includes doing 
ss away with unprofitable stations? 
be =. Be 
Be: Sir Henry THornton: And reduction in forces in other operations. 
4 Mr. Hanson: Could you tell me how many places have been closed? That 
bes is quite a burning question down in Nova Scotia and New Brunswick and creates 
3 a decided feeling in the communities. I do not question your right to do it. 
4 Sir Henry THornton: We have explored that field, and where we felt 
i that stations could be closed without undue inconvience to the public they have 
+ been closed. Of course, every time you close a station, that particular com- 
e munity does not welcome that idea. 


Mr. Hanson: You have a status of earnings, however, upon which you 
base the decision, either to close or to keep it open? 


Sir Henry THorRNTON: We have to take into consideration the general 
requirements of the community itself, 


Mr. Fraser: J see your “Loss and Damage”— What was the amount 
of the loss in that respect? 


Sir Henry THorNToN: $872,000. 
Mr. Fraser: That was a lot of money. 


Sir Henry THornton: That is a lot of money in itself, but you have to 
consider it in relation to the total. The total freight revenue was $163,000,000. 


Mr. Frasrr: What was the principal reason of those losses? What was 
the main reason? 


Sir Henry THornton: Perhaps Mr. MacLaren can answer that question. 
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Mr. MacLaren: I believe a large percentage of it is due to concealed loss; 
that is shipments made by shippers arriving at the consignees’ premises, and . 
found to be short. 

Mr. Fraser: Pilfering? 

Mr. MacLaren: Yes. 

Mr. Hanson: I have in mind a wreck within the last few months which 
must have cost the railway $100,000 in freight damage alone, and the equipment 
I could not begin to estimate. Those are big losses. 

Sir Henry Tuornton: I think possibly the larger amount is not found 
in one individual wreck, but through a small amount of claims originating on a 
number of shipments. | 

Reference was made to the size of the freight claim, which was about 
$800,000, and that you have to compare with the revenue from freight of 
$160,000,000 odd. A percentage of loss for freight claims on the Canadian 
National runs about what it is on other railways. 

Mr. Hanson: It is a fortuitous circumstance. 

Sir Henry THorNTON: Sometimes you may have to pay a claim which it 
would not be good strategy to resist. You have to have some regard for busi- 
ness principles and policy. On the point here, the class 1 railways in the 
United States paid out, in relationship to their freight earnings, in 1929 7% qo 
of 1 per cent of their earnings. The Canadian National railways paid out °% 900 
of 1 per cent. Our figure for 1930 was °%oo0 of 1 per cent. So that our record 
is better than that of the Class 1 railways in the United States. 

Mr. Heaps: I would like to raise a certain question at another meeting, 
out of a question raised here to-day, as to the comparative quantity of grain 
shipped from Canadian and United States ports. From Canada it was much 
ereater than I thought it was. I am wondering whether the management of 
the Canadian National Railways or the Committee here could find a little time 
for considering ways and means of equalizing the shipments between Canadian 
and American ports. 

Sir Henry THORNTON: I can say that if anyone can show us any way, by 
any co-operative movement, to retain a larger quantity of this traffic on our 
lines we will do so. It is a desirable thing to do, as it means more money; but 
we have found that the routing of grain and the ports through which it moves is 
entirely determined by the shippers themselves. 

If we can find any way to improve our position in that respect and increase 
the amount of Canadian grain passing through Canadian ports and over Cana- 
dian railways, whether it be by the Canadian Pacific Railway or ourselves does 
not matter, we will be glad to do anything we can to assist in that. 

Mr. McGisson: Does it not generally go, like water, by the easiest course? 

Sir Henry THorntron: The availability of ocean tonnage and the ocean 
rate usually determine the port to which the grain goes. 3 

Mr. Cantiey: Is it not a fact that ocean liners out of New York have 
pode carried’ grain for nothing, or on occasions have paid a premium to 
get it? 

Mr. Burnap: They have sometimes taken it for ballast purposes. 

Mr. Cantuey: I have known cases where they have actually paid a 
premium for the purpose of getting it. 

Mr. Geary: They have come over loaded and have to go back empty, and 
want ballast. 


The Committee adjourned to Thursday, June 18, at 11 o’clock a.m. 
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MINUTES OF PROCEEDINGS 


TuHurspay, June 18, 1931. 


The Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the Chair- 
man, presided. 


Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Chaplin, 
Ruler, Fiset (Sir Eugene), Fraser (Cariboo), Hanbury, Heaps, Kennedy (Peace 
River), MeGibbon, MacMillan (Saskatoon), Manion, Rogers, Stewart (Leth- 
bridge). 

Sir Henry Thornton replied to questions asked yesterday, viz: 

(1) Were all the steel rails ordered and delivered in 1930 put into the track? 

(2) How many stations did the Canadian National Railways close during 
the year 1930? 

(3) Railway ties purchased in New Brunswick, 1928, 1929 and 1980. 

(4) Railway ties on hand at December 31, 1928, 1929 and 1930. 

(5) Comparison of Radio operating costs, 1924 to 1930. 


The Committee resumed consideration at page 11 of an “ Analysis of 1930 
Results of Operation as Compared with 1929.” 


By permission of the Committee, Mr. Hackett, M-P., asked some questions. 
The Committee adjourned at 1 p.m. until 4 p.m. 
The Committee re-assembled at 4 p.m. 


~ Members present: Messrs. Bell (S¢. Antoine), Cantley, Chaplin, Euler, 
Fraser (Cariboo), Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, 
Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion, Rogers, 
Stewart (Lethbridge). 


Sir Henry Thornton provided a supplementary answer to the one given at the 
morning sitting respecting the number of Canadian National Railways stations 
closed in 1931. 


The Committee resumed consideration at page 17 of an “ Analysis of 1930 
Results of Operation as Compared with 1929.” 


The Committee adjourned at 5.35 p.m. until Tuesday, June 23, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 
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House or Commons, Room 231. 
Tuurspay, June 18, 1931. 


The Select Standing Committee on Railways and Shipping met at 11 
o'clock a.m. Hon. J. D. Chaplin, Chairman, presiding. 

The Cuarrman: Gentlemen, I have been delayed for a few minutes hop- 
ing that the Minister might come in, but we will proceed and clean up page 
11 on the analysis. 

Str Henry Tuornton: I think first, Mr. Chairman, I had better give 
the answers to the questions that were asked yesterday. 

Col. Cantley asked were all the steel rails, ordered and delivered in 1930, 
put in the track.. The answer is: 


(TOC DONSECUIe NASOUs Caer ei a eh eee 145,243 
Grossi ype slesidins Wialte Ines. io. pe hes 117,691 
SRC ein BuO Ke CO FOR LU GU eet ye abe ea Oa 2 ihooe 


Mr. Hanson asked, how many stations did the Canadian National close 
during the year 1930. There were eight stations closed, as follows:— 
Powel, Man, May 5, 1930. 
Henrysburg, Que., April 2, 1930. 
Noyan Junction, Que., Feb. 15, 1930. 
Maitland, Ont., March 21, 1930. 
Carlsbad Springs, Ont., March 11, 1980. 
Stackpool, Ont., Nov. 5, 1930. 
Seagrave, Ont., June 20, 1930. 
Iberville Junction, Que., Dec. 3, 1939. 

And the date is given of the closing of the stations. 

Mr. Cantiey: I thought that his enquiry referred not only to 1930 but 
also up until the present time, 1931. 

Sin Henry THoRNTON: Well, that is the way we understood the question. 

Mr. Cantruey: ‘That is my understanding of it. 

Sir Henry THoRNTON: We were dealing with 1930 figures, and I assumed 
the question related to that. 

Mr. Cantury: Well, that was my understanding of it. 

The CHairman: Just enlarge the question so that the information 1s 
brought up to the present time. 

Mr. Cantiey: There were more stations closed in 1931 than there were 
in 19380. 

Sip Henry THornton: They were all closed by the action of the Board 
of Railway Commissioners. However, that will be answered to-morrow, Col. 
Cantley. I cannot tell you just offhand. 

Mr. Fraser asked the comparative price of ties in British Columbia for 
delivery in 1930 and 1931. I will give that information if the committee 
wishes it, and Mr. Fraser wishes it. 

The CHAIRMAN: There is just one thing that I want to call the commit- 
tee’s attention to, that the rule laid down by the committees in the past has 
been this, that present contracts have not any right to be enquired into. It 
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may be detrimental to the interests of the road. Now, if the President of the : 
road feels that giving out that information 1s a detriment then it should not a 


be given. 7 on, ; 
Sir Henry THornton: Well, I think it is objectionable in this case 


although I would not have the slightest objection to giving it to Mr. Fraser — ? 


privately if it would satisfy him. It would result in a comparison between 
the price paid for ties in one part of the country as compared with others, and 


there will be an immediate effort made to increase the price of ties unduly, : 
and all that sort of thing. I think it is detrimental to the interests of the 


country to give out that information publicly, but I should have no hesitation 
in eiving it to Mr. Fraser privately if he would like to have it, and if that 
would satisfy him. 

Mr. Fraser: I cannot object to your opinion, Sir Henry. I would have 
to defer to what your opinion is and accept any information you would give 
me. As a matter of fact, it is not of anv interest to me to give it to me 


privately. I would rather not bave it privately because I would get into 


trouble some day by letting out something that you would not want me to 
let out. . 


Sir Henry THornton: Well, I am willing to take a chance on you. 

Mr. Fraser: Give us what information you care to file. 

The CuarrMaAn: I think the principle is pretty sound in not giving out 
an information regarding current contracts. 

Mr. Heaps: Is that your ruling, Mr. Chairman? 

The CuHarrMAn: Absolutely. 


Str Henry THornton: Mr. Hanson asked the same question, or substan- 


tially the same question, the comparative prices of ties bought in New Bruns- 
wick for 1930-31, and what I have said with respect to the previous question 
applies to that. 

Mr. Hanbury asked the average price for coal in the different districts for 
the last two years, and that again is in precisely the same category, and I 
would rather not give that information. 


Mr. Hanson asked for a statement showing the ties purchased and delivered 


x 
<he 


in New Brunswick for each of the three years 1928, 1939 and 1930, and the ‘ 


answer is: 1928, 1,320,972; 1929, 1,514,900; 1930, 609,766. I will pass that 
over to the official reporter. 


Mr. Hanson asked for a statement of ties on hand at December 31, 1928, 


1929 and 1930. The answer is: 1928, 7,332,036; 1929, 11,121,995; 1930, 


11,729,917. 1 will hand that to the official reporter. 


Colonel Geary asked for a comparison of operating costs radio, 1924 to 


date. The answer is:— 


WQS ovine ties ims wo ta nastatell Caneel Uele te aw. A TARE ean REO a mR Ieee nee an ea 
PA ae ee ee Seer Re Lae a Te Ane GPT ee Ce ay ogy AR Os ae eB i sai, 
LL PAS Sanaa area aru NAT ote erp ration rr yey SBE I 
L2G i LP Re Rage pie te say FeO aoe yd dk Sg EDEL a A cee ee 
VIZ T oo a hein as ea, Tole, en at ital ey SLAG a Cate nate gaia Racin oa are ea ee 
LAA Sera aie mira MNuR GN emp Waren <a AY a NPR ye BO ne BL oe 
LOO ee ap EG go eg lo «0c banal Daal ge gelato ge tl ce ale ter eas a 
1930. Rape ee hee ery PALES Stes ah” 


And I will hand that to the official reporter. 
Mr. McGirpon: Just on that point, Sir Henry, could you tell us where 
you buy your radio equipment. ; 


Sir Henry THornton: Is there anyone here who can answer that question? 


Do you know, Mr. Vaughan? 


Mr, VAuGHAN: From different sources, We use different types of radios. 


They are all bought in the open market with the best possible discounts. . 
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Mr. McGisson: Do you buy them wholesale or retail? 

Mr. VAuGHAN: Wholesale. 

Mr. McGisson: From the manufacturers? 

Mr. VAUGHAN: Largely, yes. 

Mr. McGisson: Probably you can give us their names? 

Mr. VAauacHaAN: There is the Northern Electric, the Majestic— 

Mr. McGrsson: You need not do it to-day. ; 

Sir Henry THorNTON: Is that a question you want answered, Dr. 
MecGibbon? 

- Mr. McGrppon: Yes. 
Sir Henry THORNTON: Will you make a note of that, Mr. Vaughan? 
_Mr. VaucHan: Yes. . 

Sir Henry THorNTON: Shall we proceed now? 

The CHAIRMAN: Yes. 

Mr. McGrispon: There is a question I asked yesterday with regard to the 
enormous amount spent on wreckage and injuries to persons in 1929, as com- 
pared with the Canadian Pacific Railway. In looking over the comparative 
statement I find that there is an increase in the National Railways of over 
$200,000, the figures for clearing wreckage being $399,000 against $159,000, and 
to injured persons $860,000 against $527,000. It struck me that possibly there 


_ might be some explanation. 


Sir Henry THornton: Well, I think Mr. Fairweather has some figures 
that will answer that question. 

Mr, FarrwkaTtHER: I have a comparison here of the expenses clearing 
wrecks, and damage to freight, injuries to persons on the C.P.R. and Canadian 
National from 1925 to 1929. 

In making a/comparison of those figures it must be understood that in the 
Canadian National you are dealing with a system about some 21,000 route 
miles in extent, and on the C.P.R. about 14,500 route miles and, of course, that 
has a distinct bearing upon the comparison. 

Under the item of clearing wrecks, we appear in the Canadian National to 
be consistently higher than the Canadian Pacific. That is quite true. The 


figures are:— & 
Canadian National Canadian Pacific 


Tia ee reagan oe eas SY ghey es ay OOOO $135,000 
Ed pati cont ana aiea te MT Ot Aa ore or ce Or RS NCR eR 403,000 136,000 
DOV eee Ee Tod Pe re ae GRE OTK oe See ete! 469,000 164,000 
A Prater as eee Dy Uy OE nace ee urate eRe Sm ae aS 531,000 — 147,000 
1920. - 399,000 159,000 


which latter figures are those which Mr. McGibbon: quoted. 

The explanation of that, to a certain extent, hes in the increased mileage 
of the Canadian National. But these amounts must really all be viewed in 
total, and when you come to loss and damge freight you find that on loss and 
damage freight the Canadian National has a somewhat better performance 
than the Canadian Pacific. I will not quote the gross figures, although I have 
them here; but I will express them as percentages of the freight revenue, because 
that is what they are best comparable with, and I find this, that in 1925 the 
‘percentage of Canadian National loss and damage freight is -535 of 1 per cent. 
The Canadian Pacific was :632 of 1 per cent. That is, they were considerably 
higher than the Canadian National. 

The next year, 1926, the loss and damage freight on the Canadian National 
was -479 of 1 per cent. On the Canadian Pacific it was +551 of 1 per cent. 

; In 1927 the Canadian Pacifie practically equalled us. Ours was -538 and 
theirs :526. 
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In 1928 the figures were identical, -516. : 

In 1929 the Canadian National stood at -531 and the Canadian: Pacific 
at °605. 
A similar comparison shows that both Canadian roads are better than the 
average class I United States roads. The figures for the United States roads 
in 1929 were -75 per cent. 

Sir Henry THorNnton: The point there is that both Canadian roads were 
better than the best American railways with respect to their particular item. 

Mr. FarrweatHer: Now, when you come to injuries to persons you find 
there a close parallel between the two systems. If you adjust for the differ- 
ence in mileage in the Canadian National you find that the Canadian National 
is on a very comparable basis to the Canadian Pacific. 
Mr. Cantuey: ‘Train mileage would be the basis there not railway 
mileage. 
Mr. FairwkATHER: ‘Train mileage would be the proper basis. | 
Mr. McGrsson: Do I understand you to say the two roads were equal? 
Mr. FatrwEATHER: I would say that would be a fair statement. And, 
further, that taking all the accounts together, as nearly as I can see the situa- 
tion is this: The Canadian National has an advantage on one count and the 
Canadian Pacific on another count; but taking them by and large they are 
of equal efficiency in this regard and are better than the Class I roads in the 
United States. I have figures of comparison here in connection with the Class 
I roads in the United States, but I will not burden the committee with them. 

Sir Henry TuHornton: Shall we proceed. 

The CHAIRMAN: Yes. 

Mr. FaiRWEATHER: Commencing at page 11, Miscellaneous Expenses. 

A comparison of Expenses for Miscellaneous Operations for 1930 with 
1929 follows:— 


L938 ey PR EE EMSs Oe ge an en ye 
i 52 )4) am Om gore PMT baler tartan AC ors Metdn iin aie dea) eget alg cals 2.403,141 
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This decrease was principally on account of a reduction in Expenses of 
Dining and Buffet Service of $148,879, due to decreased service. 
General Expenses in 1930 and 1929 compared as follows:— 


L930 Soy ieee ; ..$ 7,696,385 
LQ29 S57 keer a tae sk gtk ae ks FE Ce a 7,184,738 
Ineréase .6) 6 igo ie al ei ee ae ee ee ee 511,647 or 7°1% 


The chief increase was Pensions $440,299. There were 2,276 ex-employees 
on the Pension roll at the end of 1930. 

Mr. Fraser: Could we have some information with regard to pensions? 
What is the general scheme of pensions? What is the general layout with 
regard to pensions. 

Sir Henry TuHornton: There is a complete and somewhat exhaustive 
statement of the Pension and. Relief Department. ‘ 

Mr. Fraser: Well, might I ask, is it a contributing system. 

Mr. FarrweatHeR: Well, there are a number of pension systems on the 
Canadian National. There is, in the first case with regard to employees of 
the Canadian Government railways a contributory system. 

An Hon. MremBer: I understand these are inherited systems. 

Mr, FarrweaTHeR: That was initiated at the time when the Intercolonial 
railway was directly operated by the government. Then there is on the Grand 
Trunk a contributory scheme. 
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Sir Eucene Fiser: Has that fund of the Intercolonial been transferred 
to the Canadian National, or is it still handled by the Department. 

Mr. McLaren: The Grand Trunk superannuation fund is still continued 
by the Canadian National. 

Mr. FarrweatHer: Then with regard to the Grand Trunk there was a 
superannuation scheme which was contributory. That scheme has been closed 
out in the sense that no new members are admitted to it. Existing members 
continue to pay and their pensions are fixed by that scheme. 

Hon. Mr. Ever: All new employees come under the general scheme of 
the Canadian National. | 

Mr. FAIRWEATHER: Yes, sir. 

Sir Eugene Fiser: I understood that they had the right to elect to join 
the new pension scheme or remain under the old one. 

Mr. FarrweatHer: They had that privilege. Then there is the general 
non-contributory scheme of the Canadian National. That was modernized, I 
believe, last year was it not, Sir Henry? 

Sir Henry THornton: I believe so. 

Mr. Farrweatuer: And applies to all employees of the Canadian National 
who are not either under the Canadian Government railway pension or under 
the Grand Trunk superannuation. 

Hon. Mr. Evuer: Is that the system now on the Canadian National under 
which all new employees come? 

Sir Henry THORNTON: Yes. 

Mr. FArrwEATHER: We have a little pamphlet here, Rules and Regulations 
for Pension Fund. 

Sir Henry THorNTON: Would it be of interest to you to have copies of that 
distributed amongst members of the committee? 

The CHAIRMAN: I think it would be well to have a copy of that delivered 
to each member of the committee. 

Sir Henry TuHornton: I believe that an examination of the pamphlet will 
pretty well answer the question. 

Mr. Fraser: Let me ask this, Sir Henry: Are the pensioners on the Ameri- 
can lines under this system you have outlined here, or have you an entirely 
different system, or separate system for your American lines and your Canadian 
lines. 

Sir Henry THoRNTON: It is all one. 

Mr. Fraser: Well, now, could you tell me how many of your pensioners 
according to this you have given here who have been Canadian employees, are 
living at the present time and drawing their pension in the United States? The 
reason I am asking that, Sir Henry, is this: I have heard not only at one divi- 
sional point but at two divisional points in my district that what 1s happening 
is this, that some of the people who are working on the Canadian railways, on 
your Canadian system, have never become naturalized subjects of Canada, and 
as soon as they get their pension they depart to the United States and get the 
benefit of the pension over there. ; 

Sir Henry THornton: I think the best way to answer that question—and 
I am speaking from memory, but I think the figures are accurate within a 
negligible percentage of error, we, of course do not know; take the whole of our 
personnel, we do not know exactly how many are Canadians, and how many 
are foreign citizens. To secure that information—in fact, I do not know whether 
it could be really accurately secured; but the only way you could start to 
secure it would be to question each. individual as to his citizenship, and about 
the time you asked the first question from the first man I think you will probably 
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find that all the rest of them will be Canadians. However, with respect to officers 


receiving $5,000 a year salary or more, there are about, as I recall it, fourteen 
or fifteen Canadians working on our lines in the United States, and there is some- 
thing like eleven or twelve of United States citizenship working in Canada. 

Now, what the nationality of the brakemen and the conductors, or the 
enginemen, or the machinists or the track labourers may be, I haven’t any idea; 
but my guess would be—and I think I am right—that only a negligible propor- 
tion of the total staff of the Canadian National are of foreign citizenry. 

Mr. Hansury: In Canada? 


Suv Henry THornton: In Canada. Of course, that is just my estimate, 
and you can easily see how difficult it would be to take a census of the whole 
railway and iattempt to get accurate information. 

Mr. Fraser: My object in asking the question was simply because of that 
criticism, that a lot of your pensioners immediately depart to the United States 
and get their pension there, and it is only fair to the Canadian Niational that 
the fact should be disclosed. That is the reason I asked the question, 

Sir Henry THornton: Well, I do not think it is a fact. 

Mr. Heaps: I was going to ask, Sir Henry, at what age the employees of 
the company are eligible for pension, and, secondly, how long a person had to 
be employed by the company before he is entitled to a pension. 

Sir Henry THornton: That will all be found in this pamphlet, which. will 
be distributed, Mr. Heaps. The whole thing is there. Will that satisfy you, 
an examination of that pamphlet? 

Hon. Mr. EKuueR: I would suggest that you just hit the high spots in con- 
nection with this question. I doubt very much whether the members of the 
committee will take the time to read that pamphlet. 

Sir Eveens Fiser: I would like ‘to have the questions answered by the 
rresident, because we have hundreds of questions come to us from different 
employees. 

Mr. MacMinutan: On numerous occasions I have men come to me in 
Saskatoon complaining about the American citizens who are employed on the 
National Railways. I do not know anything about it. I have never bothered 
about it; but I have just received two letters to-day about, the same thing. 
One of them reads, ‘in part, as follows:— 

“Tf you wish to delve into this matter you will find that our Cana- 
dian National Railways, especially in the Rolling Stock Department, is 
very much Americanized. In fact, you will find that a number 
of the American trainmen have been working for the system for a num- 
ber of years and have not even taken out naturalization papers.” 

I think it would be important if some information can be obtained. 
Sir Henry THornron: As a matter of fact, that was a question which 


the Minister and J discussed, oh, it must have been two or three weeks ago, 


I think, and he had had similar complaints. We discussed it and I said I did 
not know how we were going to get definite information on the subject. I can 
get it as far as the principal officers are concerned. ‘That is simple, and [I 
have just given you the answer inthat respect. : 


The CHairMAN: Let me make a suggestion here. We are getting — 


employees and pensions mixed up. It seems to me the question of pensions 
and who gets the pension can be very easily and readily determined because 
those pension cheques are sent to a certain place. It seems to me that if we 
get that information by itself that will clean up one side of it and you will 


have to take some other method to clean up the other. Let us get one thing at 


a time. 
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‘Sir Henry THornton: Mr. McLaren, is there any way that you could 
arrive at any information which would throw light upon that, from the resi- 
dence of the individual who gets his pension? 

Mr. Canriey: Where you mail the pension cheque to? 

Sir Henry THornton: That is what I mean. For instance, if he lives 
at Rochester, New York, if his pension cheque 1s sent there, the assumption is 
‘that he is an American citizen, although he might not be. 

- Mr. Hears: I know of many such cases. For example, in the city from 
which I come people born in this country, Canadian citizens, become eligible 
for pension, and they leave the city and go to either Victoria or Vancouver. 
To my mind, that will not determine the citizenship of the individual. 
= The CuarrMan: That is perfectly true. I think you will find that the 
number that are over there is very small. On the other hand, this will be quite 

satisfactory to the committee to know that is the worst it can be. 

Sir Henry THornton: Following up what Mr. Heaps has just said, we 
know quite a number of our pensioned employees have gone to California to 
live. We know they are Canadian citizens but they have elected to take their 

pension and go to live perhaps at Hollywood. 

‘Mr. Hansury: They have reached that age? 

Sir Henry Tuornton: Possibly a tribute to their virility. 

Mr. MacMituanx: I do not think it makes a particle of difference where 
he goes; but I do think, to settle this question of the number of American 

people who are employed on the Canadian National, that some information 
might be obtained in that connection. I am not speaking from a critical point 
of view at all, but there are a number of people running about who are talking 
about the Canadian National Railways just in that connection, and it would 
be a good thing, I think, to have some information on that very point. 

Sir Henry THornron: Mr. Hungerford’s department probably employs 
more men than any other department, and I am just wondering whether he, 
- from his general knowledge and experience, could throw any light upon the 

‘question that has been asked, just showing roughly what percentage of the 
employees of the Canadian National are of American citizenship. 

Mr. Huncerrorp: I cannot possibly answer that. I have no knowledge 
on which to base a statement. I do not think that there is any large number 

of American citizens employed in the Eastern provinces; but out West during 
the period when construction was very active it 1s a fact that a considerable 
~ number of American railwaymen came up there and got jobs, and I think that 
is really the explanation of what Mr. MacMillan speaks of. 
‘Sir Henry THornton: What happened was this, and it was quite obvious: 
- When railway construction commenced in Canada—it really had its inception 
on a large scale with the construction of the Canadian Pacific—the railway 
industry of Canada did not embrace a very large number of experienced men, 
experienced in the profession, and quite naturally the Canadian railway authori- 
ties had to draw on the United States. As a matter of fact, Mr. Beattie is to- 
day the first President of the Canadian Pacific of native birth. Now, that was 
just a natural conclusion. None of the Grand Trunk officers, or certainly at 
least very few of them in that day went to work for the Canadian Pacific, and 
it is perfectly natural that when this large amount of railway construction 
started that there should have been an almost necessitous inflow of American 
__ eitizens for the purpose of assisting in the construction and operation of Cana- 
dian railways. 
Hon. Mr. Euter: I do not think there is very much to be gained by tracing 
up pensioners who are living in the United States. Even though you do find that 
some of them are American citizens, you cannot do anything about it. Even 
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a Canadian can go where he likes and spend his pension. But with regard to 
those who are now employed on the Canadian National in Canada it might 
possibly be well for the management to just let it be known that if any of 
them are foreigners they had better become Canadian citizens. And what is 
perhaps more practical still, would it not be possible for the management to 
ascertain before they engage a new employee, from now on, whether or not 
he is a Canadian citizen? 

Sir Henry THorntTon: That would be easy, I should think. 

Hon. Mr. Ever: Yes, that would be quite easy. 


Sir Henry TuHornton: I will say very frankly that I think that is right. 
I believe that any individual who is in receipt of substantial emoluments from 
an enterprise in Canada, and particularly with respect to a state-owned railway, 
ought to become a citizen of that country. Now, if I may go so far, that is 
exactly the position which confronted me in England. I expected to spend the 
rest of my life in England. I had, incidentally, forfeited my American citizen- 
ship by going into the British army before the United States entered the war, 
and for three years I had no country, because I had not lived in England long 
enough, five years, to take out my citizenship papers. But I intended to live 
in England; I intended and expected to make my living in England, and I 
wanted to become a British subject, and as soon as my five years were up— 
and three days did not elapse after that five years were up—I took out my 
papers. The same thing applies to any other individual who gains his livelihood 


in a foreign country. He ought to join up and stop presenting a visitor’s card . 


to the club. With that we are all of us, every officer of the company and cer- 
tainly the executive administratiom of the company, thoroughly in accord with 
that principle. 

Hon. Mr. Euter: And then in future when new employees come on would 
it not be possible just to have them submit proof that they are Canadian citizens? 

Sir Henry THornton: No objection to that at all as far as we can carry 
it out practically. | 

Mr. Fraser: Primarily my question was not directed to the nationality of 
the pensioner at all. It was directed to the question of how many pensioners 
were living in the United States. 

Sir Henry TuHornton: I understand. Now, just after this discussion, 
briefly, gentlemen, what information do you want? What would you like us to 
try to get? 

Mr. Fraser: Well, now, my question in the first place was simply how 
many of your pension cheques go to the United States irrespective of the 
nationality of the pensioner. 

Sir Henry THorRNTON: We can get that. 


Mr. Hears: I was just wondering, Mr. Chairman, if that rule was carried 
cut, how it would affect Canadian workers on the lines in the United States. 

Sir Henry THornton: Well, of course, there again you get into a reciprocity 
situation. I suppose if you took a census of all of the Canadians who were 
working in the United States in responsible positions, and took a similar census 
here with respect to Americans, you would find that there was a very consider- 
able number of Canadians who were in very responsible and profitable positions 
in the States and the balance would be really against us. . 

Mr. Heaps: You are referring particularly to the lines operated by the 
system in the United States? : 

Sir Henry THornton: In the United States. Of course, on the lines that 
we operate there the great bulk, necessarily, of the employees and officers are 
American citizens. It could not be otherwise. Just as I say in Canada the 
great bulk of our officers and employees are Canadian citizens. | 
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Mr. Hears: What I am thinking of is this, Sir Henry: Say that we insist 
on this, that they become naturalized Canadians. We have probably in the 
United States on the lines owned and operated by the company a large number 
who are Canadian citizens and who might prefer to retain their Canadian 
citizenship, for which I would not blame them. If we insist on an American 
changing his nationality here we may be faced with a similar situation on our 
lines in the United States which might create a hardship. 

Sir Henry THornton: You might easily start up an international ques- 
tion and you might incite reprisals. There is no question about that. 

Hon. Mr. Evter: A bit of moral persuasion would be enough. 

Hon Mr. Manion: Is not that practically the law in the United States 
now. I think it is perfectly fair. Am awful lot of people came back to 
Canada when conditions got bad in the United States, because a great number 
of concerns over there were dropping Canadian citizens. 

Mr. Hansury: That was not government policy, that was propaganda. 

Sip Henry Tuornton: Well, it worked out that way, I rather think. 
Just tell us what questions you would like answered. We have got one and if 
there are any others, we will try and get the information. 

Mr. Fraser: When you are on that question, what percentage of your 
total employees are employed on American roads properly in your American 
system. 

Sir Henry THornton: We can get that, but we have not got it here. 
You would like the number of employees on the payrolls, the number not only 
on the payrolls of the Canadian National in Canada but the number that are 
on the payrolls of our American lines. 

Mr. Fraser: That is the question. 

Siz Henry THoRNTON: We can get that. 

Mr. Canriey: Sir Henry, there were 2,276 pensioners, the average pen- 


sion working out at less than $200 per year. 


Sir Henry TuHornton: I think we can get that for you. 

Mr. McLaren: The average pension 1s $641.06. 

Mr. Cantiey: Well, the average increase this last year was about $193. 
Hon. Mr. Euter: Does that include all the executives and others? 


Mr. Farrweatuer: That 2,276 was the total number of employees on the 
pension rolls at the end of 1930. 

Mr. Fraser: And the $440,000 is the increase, not the total? 

Mr. FarrwratHer: Not the total. 

Mr. McLaren: The total of the pensions including Eastern lines is 
$2,158,117.16. 

Hon Mr. Evter: What is the number of pensioners? 
Mr. McLaren: The number of pensioners at December 31, 1930 was 3,380. 
Hon. Mr. Euter: What is the retiring age? 
Mr. Fraser: How is it that figure does not correspond with what you 
have here? 


Mr. McLaren: That includes Eastern Lines and Central Vermont rail- 
ways. I will give you the breakdown. The Canadian National including the 
Grand Trunk Western is 2,035; Canadian Government Railways 1,296; Central 
Vermont 49; total 3,380. 


Mr. Boruwetu: What proportion of them would be contributory ? 


Mr. McLaren: The total number under the contributory arrangement 
is 1,296. 
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Hon. Mr. Evurer: What is the retiring age, and is it the same in all the 
pension systems? 

Sir Henry TuHornton: -I do not think it is the same. 

Mr. Mclaren: I believe it is 60 on the C.G.R. and 65 on the balance of 

the Canadian National system. 

Hon. Mr. Evurr: Is that under your standard system, 60 years? 

Mr.. McLaren: 60. 

Hon. Mr. Evuuer: Under the system you are working under now. 

Mr. McLaren: Under the Grand Trunk superannuation, they may, if 
they so desires, take superannuation at the age of 55. 

Mr. Hears: Could vou tell us, Sir Henry, out of the total amount what 
the cost is to the system for pensions each year? 

Sir Henry THornton: What is that again? 


Mr. Hears: Out of the total amount paid out each year, you are receiving 


certain contributions, what is the net amount of the cost of pensions to the 
system? 

Mr. McLaren: The net amount is the figure I have just given, $2,158.- 
117416. 

Hr. Hears: Well, that is the net amount, in addition to that, to the actual 
amount of pensions being paid, to be added to the amount that is contributed. 

Mr. McLaren: Right. That is the amount that is charged to the railway. 

Sir Henry THornton: The figure Mr. McLaren has given represents 
the figure charged to the railway expenses. 

Mr. McLaren: Perhaps I can answer Mr, Heaps’s question this way: 
The average pension is $641, and of that there is charged to the railway $557. 
The balance of it is contributed by the emplovees. 

Mr. Fraser: I may have missed something, or it might be very bate to 
get it into my head, but I cannot yet understand that total of 2 ,276 employees 
under your pension scheme, and still this SORE Boe reads out the number as 
3,300. 

Sir Henry THornron: Mr. Fairweather will answer that question, 

Mr. FarrweatHer: In the first part of this pamphlet it is explained that 
the analysis is the analysis of the annual report of the Canadian National 
exclusive of the Eastern lines. The Eastern Lines are shown at the back. This 
figure of 2,276 relates to the Canadian National. 

Mr. Fraser: Not to the American lines, 

Mr. FAiRwEATHER: Oh, yes, it includes the American lines but it does not 
include the Eastern lines. 

Mr. Fraser: Well, what are the Eastern lines. 

Mr. FarrwEATuER: That is the difference between the figure here and the 
figure that Mr. McLaren gave. 

Mr. Fraser: But what are the Eastern lines. 


expense for pensions for the year 1930 was $1,507,377.20. For the Eastern lines 
it was $650,739.96. 


Sir Henry THORNTON: You want to find out the division lines between the 


East and the West. 


Mr. FatrweaTHerR: The division line is at Levis. Technically it is called 
Diamond Junction, but it is at Levis. 


Sir EUGENE eee But the Eastern division begins at Riviere du Loup. 
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Mr. McLaren: The Canadian National, apart from the Eastern lines, ~ 
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- Mr. Fairwearuer: That is the Atlantic Region. The Eastern lines start 
at Levis. | 
: Sir Eugene Fiser: There is a difference between the Eastern division and 
the Eastern lines. The Eastern division begins at Riviere du Loup and the 
Eastern lines begin at Diamond Junction. 
a Sir Henry THorRNTON: That is right. 
Mr. Fraser: Practically it is the Maritime lines then. 
— Sir Henry THornTOoN: Yes. Now, have we got you cleared up, Mr. 
= . Fraser. 
. Mr, Fraser: Yes, thank you. I have got some information anyway. 

Sir Henry THORNTON: Well, if you have not got all you want we will try 
= to get it. : 
3 Mr. FarrweatHer: Transportation for Investment—(Credit) represents 
_ the cost of transportation service incurred in moving men and materials required 
for railway construction on capital account, which expense is credited to Operat- 
ing Expenses and charged to Capital. 
é A comparison of 1930 and 1929 follows:— 


1930—-Credit..........% CER aap ai ined Sn (EE Ee ae ar Norra ae $1,360,199 
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B. This decrease is due to the decrease in Branch Line construction and 
_ decreased relaying rail and ballasting. 


TAXES, MISCELLANEOUS OPERATIONS, NON-OPERATING INCOME 
3 AND DEDUCTIONS FROM GROSS INCOME 


xi The remaining items of Income and Expense, as shown on page 17 of the 
~ Annual Report may be classified into four groups. The first of these groups 
is composed of railway taxes and uncollectible railway revenue; the second, | 
under the name of Miscellaneous Operations, has to do with the Hotels; the third 
hows rents receivable, profit on separately operated properties, dividend income 
and such like items; the fourth shows rents payable, losses on separately 
operated properties, miscellaneous charges and interest. These groups lead pro- 
gressively to totals showing railway operating income, total operating income, 
gross income and net income. 

‘The main item of the first group is Railway T’ax Accruals. Railway taxes 
show an increase in 1930 over 1929 of $361,934. Taxes have shown a decided 
tendency to increase from year to year. The increase of 1930 taxes over 1923 
amounts to $1,494,000. It might be well to point out too that this item does not 
include all taxes paid by the Railway, such as Hotels, Subsidiary Companies 
_ete., thus, the total taxes accrued by the Canadian National Railways in 1930 
amounted to $6,519,708, whereas Railway Tax Accruals amounted to $5,694,012, 
= —-— Hon. Mr. Evter: May I ask there, is it not a fact that the Canadian . 
Pacific is exempt from taxation in some of the Prairie Provinces? 

Sir Henry Tuorntron: My recollection is—and I would like any officer 
who happens to know about it to correct me—that the main line of the Cana- 
dian Pacific in the prairie provinces from the time of its construction was 
exempted from taxation by law or by some statute that was passed at that time. 
Is that your understanding of it Mr. McLaren. 

Mr. McLaren: I cannot say, Sir Henry. 
_. Sir Henry Tuornron: Is the tax commissioner here? 
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Mr. CANTLEY: That was incorporated in the Charter of the company. 


Sir Henry THorNTon: Yes, I think that is substantially correct, but I am 
only speaking from memory. Do any of our officers who are present happen to 
have any knowledge of that? I could get our tax commissioner up. He does not 
happen to be here. However, I think you will find that is a fact. 

Sir Eucenr Fiser: So are certain lines of the Canadian National. 

_ Sir Henry Txornton: Certainly, I do not deny that. I just simply 
answered the question that Mr. Euler asked. 

Mr. Evier: I was just trying to get what difference that made relatively 
between the two systems. 

Sir Henry THorNton: I am not sure that I have answered the questions 
that have been asked. If I have not, please ask some more. There are certain 
portions of I think both railways that are exempt from taxation, and J suppose 
that when the railways were originally constructed that was one of the contri- 
butions of the state to secure transportation facilities. 

Hon. Mr, Evter: It is hardly fair to the municipalities though. 

Sir Henry THornton: Well, in those days I dare say the municipalities 
welcomed the advent of the railway, and in other cases [ think there would 
have been no municipality had there been no railway. 

The CuatrmMan: In many cases the municipality bonused railways too 
to get them. 

Sir Henry THorNToN: Oh, yes. 

Mr. Fraser: I understand the total taxes paid by the railway are 
$6,500,000. 

Sir Henry Tuornton: That is right. 

Mr. Fraser: Is that in Canada only, or does that include your American 
taxes as well. 

Sir Henry Tuornton: That includes the American tax. It is the tax 
bill of the railway on the whole property. 

Mr. Fraser: $6,500,000. 

Sir Henry THORNTON: Yes. 

Mr. Hansury: Would you make a general statement as to your insurance. 

The CuHarrMAN: That was all gone into yesterday. It is on the record 
and we do not want to repeat it. - 


Mr. FarrwEATHER: The hotel operations of the Canadian National are 
shown under the headings of revenues from, expenses of and taxes on Mis- 
cellaneous Operations. The hotels in 1929 incurred a loss of $1,091,053; in 
1930 the loss was reduced to $126,841, an improvement in the year of $964,212. 
This improvement is almost wholly due to the fact that 1929 expenses included 
non-recurring charges in connection with the renovation of the Chateau Lau- 
rier, and extraordinary maintenance incurred in the same year at the Fort 
Garry and MacDonald Hotels. It is satisfactory to note that hotel revenues 
in 1930 decreased less than 1 per cent from the 1929 figures. 


Hon. Mr. Evier: Would I be in order to reverting back to the matter of 
taxes. I have a question here in connection with taxes. I am referring to the 
Canadian Pacific: — 


“The terms were princely, for constructing some 1,900 miles of 
railway the syndicate were to be given free and complete the 710 miles 
under construction by the government, $25,000,000 in cash and $25,- 
000,000 acres of selected land in the fertile belt. They were promised 
exemption of taxes on land for 20 years after the patents were issued 
and on stock and other property forever, and exemption from regula- 
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tion of rates until 10 per cent had been earned per annum on the capital. 
Assurance was also given that no competitive road would be chartered for 
oe . 20 years.” 


= Mr. Kennepy: What taxes are the railways subject to, municipalities 
_and provincial governments? 

_ Sir Henry Tuornton: Oh, most everybody, I suppose you might say 
the bulk of it is the municipalities and the provinces, and of course, there is 
the gentle little sales tax that comes along. 


Mr. Kennepy: Does this include the added cost of material due to the 


Sir Henry THornton: No. 


_ Mr. Kewnepy: I heard someone say in parliament the other day that the 
_ tariff was a tax. 


ee Sir Henry Tuornton: I suppose most everything is a tax. 
Mr, Famwearuer: 
3 - Non-operating Income in total showed an increase of $1,062,529. The 


principal items of increase are:— 
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Paras Wace ene Iicomecnt: oreo we, ar oe cules give eee ance LOO QFE 
Income from Sinking and other Reserve Funds.. .. .. .. .. .. 106,667 
Cor birbrotias 1romr Ot Oe oar race p oie wid i Ae te teed wine ees a ee LOO.000 


Dividend Income was swelled by special dividends from the Detroit Ter- 
minal Railroad of $400,000 and special dividends from the C. & W.I. Railway 
of $100,000. Income from Funded Securities increased as the result of the 
holdings of Northern Alberta Railways Bonds and Toronto Terminal Railway 
Bonds by the System. ‘The increased income from Unfunded Securities and 
Accounts reflects the Unemployment Relief Act of 1931, under which interest 
payments accrued to the railway. The increased income from Sinking and 
other Reserve Funds reflects the growth of these funds. Contribution from 
‘others represents the amount due by the province of Manitoba in connection 
with the Flin Flon Branch in Manitoba. : 
The principal items of decrease are: — 
Separately operated properties (profit)... ©. 6. 6. se ee ee oe $ 198,596 


Rent from work equipment... .. 83,508 


_ The latter item reflects the restricted volume of construction work. Separ- 
ately operated properties (profit) should properly be viewed with separately 
operated properties (loss), which will be found in the next group. 

These two accounts record the operation of a number of enterprises car- 
‘ried on by the Canadian National Railways, but which are distinct from the 
steam railway operations. A complete schedule of them may be found in the 
_ Annual Report on pages 34 and 35, where each is marked with an asterisk. 
‘Included in these accounts there are 24 properties, of which number 12 are 
‘included in the item of separately operated properties (profit) and 12 in 
_ separately operated properties (loss). 

* ‘The results of operations of all these properties, as reported in 1930, 
- indicate a loss of $793,733, as contrasted with a profit of $273,707 in 1929. 
There is, therefore, a worse showing in separately operated properties to the 
extent of $1,087,440. Practically all of these enterprises suffered a severe 
‘reduction in revenues due to the general business depression. The principal 
decreases which go to make up the $1,067,440 are as follows:— 
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Decrease 

Company 1930-1929 

Northern Alberta Railways, .psG. ceuss <i eee oe Weak foe thpee LOG, bame 

Cans Nat: Steamship Co. Ltn. Coss eae ate een hs ore ere 472,105 

Oshawa Rlyi:Go cial Pre rate Se ee pee se ci mere 92,934 
Other Increases and Decreases—- 

Net. Decrense 9s ce i a Oe ce ee ae peat ets an ue Salma te 96,270 

$ 1,067,440 


The poorer showing of the Northern Alberta Railways resulted from the — 


extensive program of rehabilitation of the property. 

The Canadian National Steamships covers the coastal operations on the 
Pacific Coast. ‘Two new steamers were put in operation in the year, but 
too late to take full advantage of summer tourist traffic. Revenues increased 
$154,803. Expenses increased $633,163 on account of heavy maintenance to 
vessels and docks and the operation of the additional boats. 

Mr. Kennevy: How much was spent on the rehabilitation of the Northern 
Alberta roads? 

The CuarRMAN: Let that stand as a question. 

Sir Henry THorntTon: I think we have got that right here, Mr. Chair- 
man. 

Mr. FarrweEATHER: The expenditures less retirements in the year appli- 
cable to capital account on the Northern Alberta railway totalled $2,500,000; 
$1,700,000 was new construction and Additions and Betterment totalled $795,000. 
That was distributed to right-of-way expenses, crossings, etc., $400,000, office, 
station and grounds $86,000; water-stations $4,000; bridges $10,000, and rolling 
stock $284,000. 

Sir Henry THorNTON: Does that answer your question, Mr. Kennedy? 

Mr. Kennepy: Yes. 


Mr. Fraser: Would this be the place to ask, Sir Henry, what the program 
is in that connection this year, expenses on the Northern Alberta Railway? 
Sir Henry Tuornton: That will be in the budget. 
The CHAIRMAN: We will come to that in another place. 
Mr. Fraser: Very well. ; 
Sir Henry THornton: Shall we proceed, Mr. Chaiman? 
The CHAIRMAN: Yes. 
Mr. FarrwEeatHerR: The Oshawa Railway Company suffered particularly 
as a result of the slump in the automobile industry. 
Deductions from Gross Income show an increase of $3,002,324. The 
principal items of increase are:— 
Interest’ on’ Runded “Debts. os oe, See ie eee ee, Ree ee 2D 
Separately Operated Properties (Loss)... .. .. 1. «2 os «+ e+ oe 868,844 
Joint Macility. Rents 0m wis ed cele: pa Oe wee ys ok ee ene 501,189 
The increase in interest on Funded Debt reflects the increase in capital 
issues, the principal items being:— 
$18,000,000—5 per cent Equipment Notes “K”—dated June 1, 1929.. .. $ 343,264 
60,000,000—5 per cent Bonds—Dated July 1, 1929.. .. .. .. «es -. «- 1,556,164 
60,000,000—5 per cent Bonds—Dated October 1, 1929.. .. .. «2 «+ we oe 2,488,510 
18,000,000—5 per cent Bonds—-Dated February 1, 1930.. 792,500 


15,750,000—44 per cent Equipment Notes “L’—Dated June ra 1930.. vs 391,781 
50,000,000—42 per cent Bonds—Dated June 15, 1930.. .. .. «2 «+ «s 1,195,975 


$6,768,194 
Hon. Mr. Evuter: Was there any loss in the sale of these bonds? Did 


you sell at less than par, or was there a premium? 
Sir Henry THoRNTON: We can give you that in just a second, 


a aca ee 


Pe Ce Pe Ae SAR we ye 
} 


SN aaa 


land. 


wee ; ae en . oer se ae eas 


Se eT eh eee Pe Sal Py mi 
ae 


RAILWAYS AND SHIPPING 7 ; 157 


An Hon. Memser: I suppose these are all guaranteed by the government. 
Sir Henry THorRNTON: The equipment bonds are not guaranteed, 
Mr. FarrwEATHER: The issue made in June, 1930, of $50,000,000 was sold 
at a cost to the company of 4.93 per cent. I think that answers your question. 

Hon. Mr. Euter: That was the discount. 

Mr. FairRwEATHER: It was the equivalent of 4.93 per cent. 

Sir Henry THORNTON: That is the yield. They sold at 97.31. I may say | 
that, of course, those sales were made as the result of competitive bids. 

Hon. Mr. Ever: Well, that is, they bore 5 per cent. They did not sell 
at a discount. 

Mr. FarrwEaTHER: No, sir. The issue of February Ist 1930, we received 
712: 

Hon. Mr. Evuiter: That was a premium. 

Mr, FarrwraTHeR: I am sorry. There was a discount. 

Hon. Mr. Ever: Your are paying 5 per cent. 

Mr. FAIRWEATHER: Yes. 

Mr. McLaren: $18,000,000 were sold, fifteen and a half million at 98.086, 
and two and a half million at 99.10. 

Mr. Hansury: Are those bonds callable? 

Mr. Grant: The $60,000,000 bonds are callable, in twenty years. 

Sir Henry THornton: I think they all have a callable feature. 

Mr. Grant: . All the longer term bonds issued recently are callable. 

Mr. Hansury: Are they all payable in New York? 
Mr. Grant: They are payable in Canada, New York, and London, Eng- 


Mr. Kennepy: Does that mean that the holders elect where they will 


- aecept payment? 


Mr. Grant: Yes. They are payable in Canada, New York and London, 
England. 

Mr. Kennepy: According to the choice of the holder. 

Mr. Grant: The holder of the bond has that option. 

Mr, Farrweatuer: The balance of the change in this account, $1,140,141, 
is due principally to certain funded securities being retired during the year. 
Separately operated properties (loss) has already been dealt with. 

The principal items showing decreases are:— 

Hire on Freight cars—Debit Balance... .. .. «1 «2 «2 we oe oe $3,160,137 
ititerests obs Umiunded= DeUbe ctl fe Caw sic deme aa eae els ees 652,576 

The decrease in hire of freight cars was due to the greately decreased 
number of foreign cars received from connections on account of the business 
depression, also to the increased despatch given foreign equipment and to an 
increase in System owned equipment. The progressive improvement which has 
taken place in the Company’s Freight car equipment, through the replacement 


of obsolete cars with modern cars, has resulted in a substantial economy. The 


extent of this program may be seen from the following figures: — 


~ New Cars 
Cars Purchased 
Scrapped or Built 

1O23 8: 1,875 J 
1924.. 1,649 2,492 
1925. 2,506 787 
1926.. 2,540 127 
1927.. 2.165 3,072 
1928: 4,119 
1929.. 3,576 6,758 
1930.. 3,156 4,934 
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The decrease of $652,576 in Interest on Unfunded Debt is due to less tem- — 
porary financing in 1930 than in 1929. | 

Sir Euvcense Fiser: Mr. Chairman, I wonder with regard to the floating of 
these bonds if the Government has ever taken into consideration the fact that 
they might float them themselves and advance the money direct from the 
treasury to the Canadian National in the form of a loan. 

Hon. Mr. Manion: Well, as a matter of fact, the Canadian National 
when they do float their loans they are guaranteed by the Bey Pee: 

Sir Eucens Fiser: Not all. 

Hon. Mr. Manton: Well, all those loans at the present time are guaran- 
teed by the government with the exception of the equipment loans, and before 
anything is done the matter is submitted to the government, so that the goy- 
ernment has full control of the matter. 

Sir Henry THornton: The government has complete control. 

Sir Eucrene Fiser: I notice in the Bill before the House at the present 
time that you go to an extreme in the way of security as far as the 
government is concerned. You have attached the form of loans which the 
Canadian National are bound to float and you have specified the time and so 
on, and so on of all these loans, and before they can be floated by the Cana- 
dian National they have to be approved by Order in Council. What is the differ- 
ence between the government taking the full responsibility of floating these 
bonds themselves and making an advance direct from the treasury to the . 
Canadian National in the form of a loan. 


Hon. Mr. Manion: I presume, as my friend, General Fiset suggests, that ~ 
could be done. But, as a matter of fact, since the government guarantees the 
loan I do not think they would get any lower price for them, that is I do not 
think the Canadian National would get any lower price for them than if the 
government sold them themselves. And, in addition to that, it is the desire of 
the Department of Finance—and of course, this is really the business of the 
Minister of Finance and not the Minister of Railways—that the Canadian 
National Railways should act largely as if it were a private company. In other 
words, do its own financing with the guarantee and the backing of the govern- 
ment. That is the purpose at the present time of this Bill, or Bills. I do not 
think the price would be any lower. Mr. Grant, who is the financial Vice Presi- 
dent is here, and I would like to ask him what he thinks of the proposal of 
General Fiset. 

Mr. Grant: Well, a Dominion of Canada Bond would command a better 
price than a Canadian National Ry. Guarantee Bond. 


Hon. Mr. Manton: How much better? 
Mr. Grant: About one-tenth of 1 per cent. 


Mr. Heaps: Mr, Chairman, could we not have the figures for these fixed 
loans which are mentioned here on this page, to show if there was any differ- 
ence in the price obtained by the railways and in the prices that were obtained 
by the government. 

Sir Henry THornton: Of course, you have got to remember this that the 
government and the Canadian National are both going into the money market 
for loans anad necessarily they have, to some extent, to keep out of each other’s 
way, that is to say, we have got to have some regard as to what is going to 
happen, as to what the condition of the market is, and what time the loan 
is coming out, and that is determined by the Minister of Finance in the gov- 
ernment. ‘There is a general consultation. We act under the instructions of 
the government endeavouring, so far as possible, to handle our respective 
loans in that fashion which will be to the best advantage to each. 3 
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The Cuarrman: If, for example, there is any doubt about the National 
Railways and the government getting into conflict, then the argument of the 
- General is bound to be correct, that it is better for the government to handle 
the whole thing. 
a Hon. Mr. Manion: May I interject there, that the government advances 
~ money, or authorizes the railway to borrow at the bank until a suitable time 
_ - arrives for the railway to borrow it. 
3 Sir Evcenr Fiser: These loans are made subject to the approval of the 
Privy Council. The reason why I am asking this question, sir, is this, that I 
noticed in your estimates this year that you have provided simply for the 
necessary authorization for the Canadian National to float their own loans 
fully guaranteed by the Dominion Government subject to the authority of the 
- Privy Council, and nowhere in that Act 1s there any provision for any direct 
advance from the Treasury to the company. 
a Hon. Mr. Manion: “Yes, but it is being done all the time. I venture to 
say that at this moment the Canadian National owes the government quite 
a bit of money. Is that not so, Mr. Grant. 
= Mr. Grant: Yes. 
Sir EuGeNnr Fiser: The reason I am asking that is this, that in the form 
- of your estimates last year the first vote provided in the estimates was 
advances from the Treasury. The second vote was loans from the public 
which the government euaranteed, and the third loans from the public without 
the guarantee and then temporary borrowings. — | 
_ Hon. Mr. Manion: May I interject this also, that there is absolutely no 
- change whatever from the usual practice. Is that not true, Mr. Grant? There 
is absolutely no change whatever, even with these two Bills that we have passed. 
- It is simply doing it in a different form, but exactly the same thing will be done 
as has been done in the past. 
Mr. Granr: The new Bill provides for temporary borrowings. 
3 Hon. Mr. Manion: Is that not so, Mr. Grant, there will be no change what- 
B ever in the vote at all. 

= Mr. Grant: No change whatever. | 

Sir Eucenn Fiser: I am sorry, sir, but we have not seen the Bill which evi- 
dently Mr. Grant is discussing. The Bill which Mr. Grant is discussing at the 
_ present time is a different Bill, but in your Bill as far as it affects the Cana- 
_ dian National there is no provision whatever for direct borrowings from the 
_ ‘Treasury. ; 

» ~~ Hon. Mr. Manton: There does not have to be, because they borrow from 
_ the Minister of Finance. — 
ce - Mr. Grant: May I read the last paragraph of this Bill:— 
ss “Pending the issue and disposal of such guaranteed securities, the 
Governor in Council may from time to time authorize advances to be 
made to the Company from the Consolidated Revenue Fund, or to be 
obtained by the Company from persons other than His Majesty, on such 
terms and conditions as the Governor in Council may approve, such 
advances to be reimbursed by the Company from the proceeds of the 
sale, pledge or other disposition of such guaranteed securities.” 

Sir Eucene Fiser: That was one of the main points. I suppose we can 
discuss this matter. You say that these temporary loans can be paid out of 
_ the Consolidated Revenue. 

Mr. Grant: We say we can borrow. 
3 Sir Evcenre Fiser: The moment.the advance is made from Consolidated 
Revenue is it not a fact that these various expenditures become subject to the 
_ Auditor General. 
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Mr. Grant: That is a government matter. 


Hon. Mr. Manion: I think on the 1st of January, 1931, there was some- — 
think like $45,000,000 or $46,000,000 loaned by the government to the National 
Railways, and at various times throughout the year whenever they are think- 
ing of putting out a bond issue, if it does not happen to be a good time, Mr. . 
Grant, the Vice-President in charge of finance, discusses it with the Minister of ~ 
Finance and myself, because it is really a matter for the Minister of Finance, — 
and if it is not considered a good time to put out the loan, then the government 
advances the money, or they authorize some bank to advance the money to 
carry the railway along until such time as the loan is sold. 


Sir Kucene Fiser: But you see, sir, in that resolution brought down by the 
Prime Minister providing for $68,000,000 there is provision for meeting certain 
expenditures. That is in the first. paragraph. Then in the second paragraph he 
provides for those same expenses in two or three different ways. The object of 
this, I understand, is to prevent switching from one vote to the other. I mean 
that you provide also that part of the $27,000,000 can be attached, or allotted 
if you like, or used, or switched, to fill in the gap, and that the money raised 
by those loans is to be deposited by the Consolidated Revenue. Now, it becomes 
a statutory expenditure by the very fact that you are providing for that expendi- 
ture in such a way, and if it is a special expenditure it becomes subject to audit 
by the Auditor General. The deficit on the Eastern lines, the deficit on account 
of the Maritime Freight Rates Act, also the Canadian Merchant Marine-are 
all statutory expenses and they are all subject to audit by the Auditor Gen- 
eral under a special ruling of the Treasury Board, and I would ask if the Min- 
ister would be kind enough to bring down before this Committee the ruling of 
the Treasury Board that directs the Auditor General as to the mode. What I 
am not clear about is this, sir, if that $68,000,000, even temporarily, is going 
to be embodied in the Consolidated Revenue of Canada. If it is, then it becomes 
subject to audit, in my opinion. 

Hon. Mr. Manton: I can be corrected if I am wrong, but it is in exactly 
the same position as it has always been. If it is put in the Consolidated Rev- 
enue it stands as it did in the past, so that the government will have some check 
upon the expenditures of the railway. 


Mr. Grant: I would like to clear up a little matter. The proceeds of the 
Canadian National loans are not deposited to Consolidated Revenue. They are 
deposited in trust for the Canadian National. 


The CHAIRMAN: Gentlemen, Mr. Heaps asked a question, if it would be 
possible for Mr. Grant to give us a comparison as between those loans made by 
the railway and similar loans made recently by the government itself. I do not 
think it will be vary hard to make a short statement on that showing any dis- 
parity made between the value of the loan made by the Canadian National 
and the government itself on some of their own borrowings. 

Sir Eucene Fiser: Is a sinking fund provided for every one of those loans? 

Mr, Grant: A sinking fund is not provided in these recent loans. 

Sir Henry THornton: I think we had better clear up Mr. Heaps’ ques- 
tion. I think what Mr. Heaps wants to know is how successfully does the rail- 
way finance its loan as compared with the government. That is really what he 
wants to know. 

Mr. Heaps: Yes. 


Mr. Grants I may just say that at different times of the year different 
market conditions prevail, and that would vary these comparisons. For 
instance, the government’s last loan was made at a different period of the year 
from ours. You cannot compare unless you take practically the same date. 
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{ Sir Henry Tuornton: As a matter of fact, the government and ourselves 

- do not go into the money market simultaneously. That is subject to the decision 

of the Minister of Finance, The government and ourselves keep out of each 

_ other’s way. 

The CuairMAN: The object of Mr. Heaps’ question is to determine 1n his 

own mind whether the method’ of financing by the railways is effective and 

~ whether it is profitable. That is what he wants to get at. 

; Mr. Hears: I know it is difficult to obtain an answer to that question at 
a moment’s notice, but possibly Mr. Grant might bring down a statement at 
some other time. 

Mr. Grant: Yes, I will do that. 
Mr. FarrwHaTuER: We now pass to the Eastern lines, having completed 
the income account of the Canadian National Railways. 


EASTERN LINES 
ANALYSIS OF 1930 RESULTS OF OPERATIONS AS COMPARED WITH 1929 


Under the provisions of the Maritime Freight Rates Act of 1927, separate 
accounts are shown for the lines east of Levis and Diamond Junction (Eastern 
Lines). 

The Income Statement for the Eastern Lines is shown on page 43 of the 

- Annual Report, with supplementary details of revenue and expenses on pages 
— 44-48. 


RAILWAY OPERATING REVENUES—RAILWAY OPERATING EXPENSES—NET DEFICIT 
: FROM RAILWAY OPERATIONS 


fs waTren pt ees ee 


A comparison of the Monthly Revenues, Expenses and Net Deficit from 


Railway Operations follows:— 
Railway Operating Revenues 


me >, * ee 


1930 1929 Increase Decrease 
‘i January. 0s A .. $2,184,108 $2,195,862 $ 11,754 
; February. . 5, :23368,318 2,222,862 $140,456 
; March.. 2,883,287 2,666,562 216,725 
4 April... 2,809,595 2.660,642 148,953 
i May.. 2,560,727 2,586,512 25,785 
4 June.. 2,300,917 2,426,633 125,716 
: July. 2,263,478 2,725,951 462,473 
7 August 2,344,058 2,747,002 402,944 
i September . 2,176,841 2,613,688 437,647 
- October 2,289,204 2,634,656 345,452 
4 November. Baez 0S2.o02 2.424.169 341,817 
; December. . .. , 2,841,468 2,713,468 372,000 
a Tetal;.. . . $28,598,553 $30,618,007 $2,019,454 
Railway Operating Hxepenses 
= 1930 1929 Inerease Decrease 
January.. , 62,161;321 $2,525,341 $235,980 $ 
A February... Wena. PLb,oLe 2,624,743 92,085 
; March. . 2,780,080 2,624,428 155;652 
4 April.. 2,693,334 2,636.804 56,530 
. May.. 2,890,469 3,078,857 188,388 
; June. 2,882,648 3,356,598 473,950 
3 July 3,111,047 3,326,656 215,609 
PNG SYOq VNC: Hsia seas 3,073,671 2,943,627 130,044 
7 September. . 2,692,591 2.652.499 40,092 
October .. 2.517,984 2,558,817 40,833 
November. . 2,433,121 2.604.303 171,182 
~December.. 2,475,421 2,862,709 407,288 
Yotal.. . .$33,028,515 $33,815,382 $786,867 
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Net Revenue from Railway Operations 


1980 1929 Increase Decrease 
January... $577,213 (D) $329,479 (D) $247,734 
February.. 353,510(D) 401,881(D) $ 48,371 
March.. 103,207 42,134 61,073 
April.. 116,261 23,838 92,423 
May. 329,742(D) 492,3451(D) 162,603 
June.. 581,731(D) 929,9651(D) 348,234 
July.. 847,569 (1D) 600,705(D) 246,864 
August: oe 729.613 (1) 196,625 (D) 532.988 
September... .. .. 516,550 (D) 38,811 (D) 477,739 
October . 228,780 (1D) 75,839 304,619 
November . 350.762 (D) 180,134 (D) 170,635 
December. . 123,953 (D) 169,241 (D) 35,288 
Total. . .. $4,429,962 (D) $3,197,375(D) $1,232,587 


(D) indicates Deficit. 


Freight revenue in 1930 was $19,263,792, compared with $20,982,595 in 4 


1929, a decrease of $1,718,803 or 8:2 per cent. The Government contribution 
for freight rate reduction under the Maritime Freight Rates Act, amounting in 
1930 to $2,362,205, is included in freight revenue. With the exception of mine 
products, all commodity groups show a decrease in tonnage carried, as indicated 
by the following: — : . 

Per cent 


~ Tons LT ecrease 
Carried of over Per cent 
1980-. Total 1929 Decrease 
Products of Agriculture. . 932,639 14-10 170,843 P55 
Products of Animals.. 83,897 1-27 3,305 3°8 
Products of Mines. . 1,766,566 26-71 47,668(Inc) 2-8(Inc) 
Products of. Forests: 2: .5°..>..- 1,995,014 30-16 279,483 12°3 
Products of Manufactures and 
Miscellaneous... o> .. 1,835,719 27-76 204.937 10-0 
Total... 6,613,775 100-00 610,900 8-5 


| 


Details by commodities are shown on pages 52 and 53 of the Annual Report. 

Passenger revenue declined from $5,119,462 to $4,702,573, a decrease of 
$416,889 or 8-1 per cent. Passengers carried decreased 9-3 per cent, passenger 
miles decreased 10-3 per cent and revenue per passenger increased 1-2 per cent. 

Telegraph revenue increased from $399,428 to $632,796, an increase of 
$233,368 or 58-4 per cent. This was due to the operating of the Maritime Lines 
of the Western Union Telegraph Company for a full year in 1930, as agajinst 
six months’ operation in 1929. These lines were purchased July 1, 1929. 


RAILWAY OPERATING EXPENSES 
ee During 1930 the operated road mileage of the Eastern Lines was increased 
9-95 miles by the completion of the Lake Verde-Pisquid Branch; mileage of all 
tracks increased by 11:10 miles as follows:— 

1930 


1929 Increase 


Operated road mileage... 3,042.39 oon. 04 9.95 
Miles of all tracks... 4,253.54 4,242 44 11710 


The comparative Railway Operating Expenses of the Eastern Lines for 1930 
and 1929, by General Accounts, were as follows:— 


Decrease 
General Account 1930 1929 Amount Per cent 

Maintenance of Way and Structures.. .. $ 8,100,091 $ 8,208,335 - $ 108,244 1 aS 
Maintenance of Hiquipment .. 6,170,984 6,576,682 404,698 6.2 

Tra fices. | oie tne Maem: 952,686 897,769 54,917(Inc.) 6.1(Ine.) 
Transportation. . i 15,876,353 16,390,607 514,254 oak 
Miscellameous.. .. .. 400,065 431,478 31,413 (Es: 
Geéntral foo oe FS it te wei ees 1,600,936 1,384,175 216,763 (Ine.) 5.7(Ine.) 
Transportation for Investment—Credit .. 72,602 72,664 62 Oe 


Total Oper. Expenses. $33,028,515 $33,815,382 


$ 786,867 2.3 
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Mr. Fraser: May I ask just one general question? Take the item of traffic. 
It shows an increase of $54,917. Why is it that that item consistently shows 
ar increase? : 

Sir Henry THorRNTON: You mean, generally speaking? 

Mr. Fraser: Yes, an increase, as I understand it, in expenditure. 

Sir Hpnry THORNTON: Yes. : 

Mr. Fraser: Increased expenditure. Why is it that that one item has an 
increase in expenditures throughout the year in comparison with other items 
which are decreased? What does it mean? Generally speaking, I would like 
to know this—it may seem a silly question to you—what does the item mean? 

Sir Henry THornton: I will ask Mr. Fairweather. The question is asked 
what character of expenses is included in traffic expenditures. Can you answer 
that question? 

Mr. McLaren: The classification of expenditures quoted under the caption 
of traffic is superintendence, outside agencies, advertising, radio, traffic asso- 
ciations, industrial bureaus, agriculture and natural resources, insurance, station- 
ery and printing, and other expenses. 

Sir Henry Tuornton: That is the kind of thing that is included under 


what is generally known as traffic expenses. 


Mr. Fraser: Let me ask you this, if I can clarify my question for you. Is 
the reason for the increase in that item because when a period of depression 
comes along you are unable to reduce your expenses in that connection? 

Sir Henry TuHornton: Partly that, and partly due to the fact that in a 
period of depression your solicitation—in other words, the effort to secure traffic 


becomes accentuated. 


Mr. Fraser: You are working harder to try to get traffic? 
Sir Hunry THorNToN: Trying to get more business, spending more money 


_to try to get business. 


Hon. Mr. Evter: By more advertising, that is what you mean? 
Sir Henry THornton: I have known, in years gone by, on American rail- 


ways where traffic solicitation was very largely reduced, because the railways 


were unable to handle the business that was presented to them and there was 
therefore no incentive to go after it. They were suffering from car shortages and. 
congestion of traffic; but the usual expression of depression in times of depres- 
sion in so far as traffic expenses are concerned, is to increase expenses to try to 
get more traffic in order to make up for the loss. 

Mr. Hacxerr: Is it not-a fact, Sir Henry, in each succeeding year from 1923 
on this amount has grown? 

Sir Henry THorNTon: Yes, I think probably that is true, but I would 


_ just ask— 


Mr. Hackett: So, this increase is not entirely due to depression because they 
erew in the years of abundant prosperity. 

Sir Henry THorNTON: Well, now, Mr. Fairweather has some figures that 
will interest you in comparing our figures with other railways. 

Hon. Mr. Evuer: Is it not right here? 

Sir Henry THorntron: Some of it is in there. 

Mr. Farrweatuer: I have made an analysis of these items, traffic expendi- 
tures, in relation to what those traffic expenditures are supposed to be incurred 
for; that is, the obtaining of traffic, and I have expressed them in traffic units, 


the expenditures per thousand traffic units which would represent the measure 


of the freight and passenger business quoted. 
Sir Henry THorRNTON: What do you mean by a “ traffic unit”? 
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Mr. FAtrWEATHER: A traffic unit in this analysis consists of a revenue ton 
mile, and a passenger mile; that is, the combination of the two. 

Sir Henry THorntTon: A passenger mile and a revenue ton mile. 

Mr. FAIRWEATHER: That is the traffic the railway handles. Now, I find 
that in the year 1929 the expenditures of the Canadian National per thousand 
traffic units was 35 cents on traffic account; the expenditures of the Canadian 
Pacific Railway was 55 cents; the Atchison, Topeka and Santa Fe was 31 cents; 
the Northern Pacific was 36 cents, and all class 1 roads of the United States 
24 cents. 

Hon. Mr. Euumr: Is it not a fair statement to make that it is due to the fact 
that you are in a competitive business? 

Sir Henry THornTon: Yes, that is true. It has to be remembered that 
the success of every railway enterprise as well as any other enterprise which 
has for its object the sale of a commodity to the public, depends upon how much 
of that commodity one can sell. If you happen to be a doctor or lawyer or 
manufacturing soap, or if you are running a railway, the success of the individual 
and the success of the enterprise depends upon how much business can. be 
obtained. The officers of a railway company, for instance, are entitled to no ~ 
particular credit for skill in moving a ton of freight from A to B; that is what 
they are supposed to do; but the real skill, the real genius of the whole operation, 
and the profit to the enterprise depends upon how much of your product you can 
sell, and the success and profit to the industry will follow that degree of success- 
ful salesmanship that the enterprise is able to exercise. 

Mr. Hacxerr: How much was spent in this connection in 1922, or in 1923, 
if you cannot get 1922? 

Sir Henry TuHornton: It will unquestionably be less than we are spending 
now. 

Mr. Hackerr: I want to know how much. 


Mr. McLaren: May I make this statement, which I think possibly will 
assist the situation. Our 1929 expenses include a credit of $188,000 that we 
have received for services performed by our traffic department for the Detroit 
& Toledo Shore Line Railway. 


Mr. Hansury: In connection with the eastern lines only? 


Mr. McLaren: A portion of it, and that $188,000, of course, naturally, does 
not reflect itself again in 1930. The increase in the account is $215,000, and a 
return of $188,000 would practically leave an increase of $27,000, this is made 
up of an increase in cost of tariffs of $34,000. 

Mr. Hacxett: My recollection is the expenditures for this item: since 1923 
—I am now speaking of the Canadian National system—has increased each 
succeeding year. : 

Sir Henry THornton: There is no question about it. 

Mr. Hacxerr: Have you more advertising, or what makes the increase? 


Sir Henry THornton: I would not say what it would be, without examin- 
ing the figures. It is undoubtedly somewhat higher, and it was done deliber- 
ately. It was done for the purpose of— 


Hon. Mr. Euter: You wanted to get more business? 


Sir Henry THornton: It was done for the purpose of establishing the rail- 
way in the minds of the people of the North American Continent who would 
use that railway and for the purpose of pursuing a much more aggressive policy 
than existed in years gone by. It all comes down to one thing; that the suc- 
cess of the railway depends upon its salesmanship and salesmanship involves 
not only good service, but involves all of the operations of the railway. 
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Mr. Hansury: Good will. 
Sir Henry THornton: Certainly. People go to the store where they are 


treated the best, if they are going to buy goods, and our whole effort has been 


to advertise the Canadian National Railway; to create in the minds of our 
clientele on the North American continent the idea that the Canadian National 
can give them the very best service. As a matter of fact all of the operations 
of the railway are a factor in that particular, and are a function of it. 

Mr. Hansury: Would not that item of expense be a very small percentage 
of your total business? 

Sir Henry THornton: I think Mr. Fairweather can give you that per- 
centage. 


Mr. FarrwreatHer: It amounted to only 35 cents per thousand traffic units, 
and the percentage on the total expenditure is very small, it amounts to 3-5 
per cent on the total expenditure. 

Sir Henry Tuornton: In other words, 3:5 per cent was allocated to the 
securing of business. It is probably lower than it ought to be. 

Mr. Hanzpury: I quite agree with that. How would that compare, Sir 
Henry, with competing railways? Have you that information? 

_. Mr. Farrweatuer: They are very comparable, as a matter of fact we are 
lower than a good many and we are somewhat higher than others; but on the 
average I think we are rather a little lower than the railways whose traffic prob- 
lems are similar to ours. 

Mr. Hansury: I would suggest that the item should be further increased. 
Mr. Hacxerr: Last year it amounted to over eight and a half million 
dollars? | 

Mr. FarrweaTHER: What system are you speaking of? 

Mr. Hackett: I am speaking of the Canadian National, that item o- 
$7,712,000, and The Eastern Line item of $952,686. 

Mr. FarrweaTHER: That I think is correct. I have the figures. 

Mr. Hacxert: Now, if you can give it I would like the figure for 1923. 

Mr. FatrwEATHER: I have that figure. 

Mr. Hackert: How much was that? 

Mr. FarrwEeaTHER: On a comparable basis, $5,953,000 for 1923. That is a 
comparable figure to-the one you quoted, namely all inclusive system of the 
Canadian National Railways. 

Hon Mr. Evter: Did your business relatively increase that much? 

Mr. FarrweatHer: The total operating revenues were $265,000,000 in 1923 
on the all inclusive system. However, they reached a volume of $312,000,000 
in 1928. Now, it has receded, but naturally we would be foolish to reduce our 


traffic expenses in the face of a situation that demanded the very closest atten- 
tion to traffic matters. 


Mr. Hanzsury: Increased competition? 


_ Mr. FarrweatHer: The increase of revenue was from $265,000,000 to 
~ $312,000,000. ) 


Mr. Fraser: How does it compare with 1930? 

Mr. FarrwEATHER: In 1930 the revenue figure was $251,000,000. 
Mr. Hackett: Less than 1928. 

Mr. FarrwEATHER: It was somewhat less than 1923. 


Sir Henry TuHornton: What happens, of course, is in a time of depres- 
sion business is sparse and competition grows hotter; that is, the process of 
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competition always increases as business decreases. There are always renewed — 
efforts put forth by our competitors to get more and more business. ~ = 
: Hon. Mr. Evter: You can hardly slacken your efforts in the face of = 
that? a 

Sir Henry THornton: You cannot slacken effort. The only comparable ~ 
rule is how does -traffic expenses of this railway compare with other railways 
which are presumably operated with intelligence. | 

Mr. MacMituan: How do they compare on a unit basis? 


Mr. FarrwEeatHer: Well, sir, I gave the comparison on a unit basis. 


The Cuarrman: Mr. MacMillan, your question was not heard very well; 
I would like you to repeat it. 


Mr. MacMinuan: I was asking for the comparison on the unit basis that. 
Mr. Fairweather was speaking of, for the years 1923 and now.. 


Mr. FarrweatuHer: Oh, I could give you that. In 1923 the per cent on 
our traffic was, of all expenditures, 2-4 per cent. In 1928, the year of our 
peak business the per cent was—I put this as the percentage of revenue, do 
you mind? it is really what it should be comparable to—it was 2-5 per cent 
again. Then, our traffic expenditures marched up with our revenue, propor- 
tionately, but, of course, in the period about which we are speaking, we increased 
our revenue by nearly 60 millions while we were increasing our traffic expen- 
ditures by about two millions. 


Mr. Cantury: About the same ratio. 


Mr. FairwEeatHER: Yes. Now, in 1930 on the all inclusive system the per 
cent of revenue has gone up to 3-4 per cent. “ 


Mr. Hacxerr: The observation I wish to make and to put in the form of 
a question is this, the advisability of increasing expenditures in this item will 
depend, naturally, upon the character of the sum total of items which go to 
make it up. There are some of these expenditures which—are all these expen- 
ditures: susceptible to increasing the business of the road? 


Sir Henry THornton: But that is not an easy question to answer, but 
I shall endeavour to do so, as well as I can. Broadly speaking, if the railway 
traffic department is operated with any intelligence the increased expenditure 
is supposed to be reflected in some improvement in revenues, or if not an 
improvement in revenue, at least in an effort to retain what revenues the rail-— 
way already has. Now, that is exactly like the operation of any other industry. 
The individuals who are charged with the responsibility and with the policy of = 
an institution or enterprise, particularly its sales policy, have to make up their 
minds from their knowledge and experience of the business what they ought 
to spend, having regard to the conditions that surround them. That is what 
officers are hired for. You hire an individual in an enterprise because of his 
knowledge and experience in the business; and he exercises that knowledge 
and experience in the determination of a policy which he thinks is essential 
to the welfare of the business. We have felt on the Canadian National Railway 
that we have probably not spent enough, and, in fact, if you take railways as 
a whole and compare them to other enterprises, other manufacturing institu- — 
tions, they spend less on advertising, less on salesmanship than most large 
manufacturing enterprises, and speaking professionally, from the point of view 
of a railway officers, I think that the criticism that might be justly levelled 
against the railway industry of the North American continent is that their 
salesmanship has been insufficiently aggressive. 

Mr. Hanspury: Hear, hear. 

Sir Henry Tuornton: As I tried to show at previous meetings of this 
‘committee, the Canadian National Railway, when I became connected with it, 
was generally unknown on the North American continent. I have had many 
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people, travellers, people who control freight, ask me whether we controlled 
- the Canadian Pacific or the Canadian Pacific controlled us. They could not 
discriminate between the two. We sometimes had people come into the office 
to buy tickets and make reservations for Banff and places of that sort. In 
other words, the Canadian National Railway eight or nine years ago was con- 
fronted with the problem of making the people of the North American con- 
tinent, and I say the North American continent because a large amount of 
- our passenger business as well as our freight business comes from the United 

States, our problem was the making known to the people, the clientele, that 
- there was such a thing as the Canadian National Railways; that they had 

‘such and such to offer; that they had this ‘and that kind of service to offer 
and we have not by any means completed that task. 

- Hon. Mr. Evter: Would not this meet it, Sir Henry, that if there was 
not competition of a very specific nature that that sum need not be expended? 


Sir Henry THornton: Well, there is a very severe competition, Mr. 
Euler, not only as between the two principal Canadian systems, but there is a 
competition between the railways of the United States and Canada. 

Hon. Mr. Evuer: It is a real thing. 

Sir Henry TuHornton: Undoubtedly. So your policy in respect to sales- 

- manship has to be a matter of judgment, and our judgment has been-—I say 
“ours” because the officers and myself are unanimous with respect to that 

---our policy has been a policy that is aggressive and progressive salesman- 
ship, and everything that we do on the railway, whether the individual is con- 
‘nected with the traffic department or not, everything that he does finds its 
source, its utilitarian source in how much traffic can he assist and bring in to 
the railway. 

Hon. Mr. Evtur: It is hard to get that traffic because others are after 
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it? : 
Sir Henry Tuornton: Certainly, as a matter of fact by the time you get 


a passenger or a ton of traffic it is covered with blood from fighting for it. 
3 Hon. Mr. Evuer: If you do not fight for it— 

4 Sir Henry THornton: You do not get it. 

4 : The: CuarrMAN: Are there any more questions, Mr. Hackett, in regard 
to this matter? 

‘ Mr, Hackett: No. 

4 The CuHarrMaN: You may go ahead. 

3 Mr. Stewart: Before we close I should like to make one observation in 
regard to a statement made in here, about the C.P.R. and taxation. [ hold no 
brief for the C.P.R., but the C.P.R. are paying more taxes to the city of Leth-- 
- bridge than any other three corporations, and it leaves an erroneous idea about 


the C.P.R. and taxation in Western Canada and for that reason I desire to 
correct the impression. To quote Dr. O. D. Skelton:—-“ The terms were 
princely for constructing some 1,900 miles of railway the syndicate were to 
be given free and complete the 710 miles under construction by the govern- 
ment, $25,000,000 in cash and 25,000,000 acres of selected land in the fertile 
belt. They were promised exemption from taxes on land for 20 years after 
the patents were issued and on stock and other property for ever, and exemp- 
tion from regulation of rates until 10 per cent had been earned per annum 
on the capital. Assurance was also given that no competitive road would be 
chartered for 20 years. Now, insofar as the province of Alberta and the west- 
ern provinces are concerned, the only thing that is exempt from taxa- 
tion is the main line of the C.P.R. All branch lines pay taxes and their other 
properties pay taxes, and, as I said before, the people who pay the most taxes 
in the city of Lethbridge is the C.P.R. | 
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Hon. Mr. Evter: I do not see that the item is incorrect. 

Mr. Srewart: No, but it leaves a wrong idea. It says, “They were — 
promised exemption from taxes on land for 20 years after the patents were — 
issued and on stock and other property for ever.” 

Hon. Mr. Euuer: Is that not true? 

Mr. Stewart: No. It only applies to the main line of the C.P.R. Now, 
the Crow’s Nest runs through the southern part of Alberta. On that line they 
pay taxes; they pay taxes on the Calgary and Edmonton line, and they pay 
taxes on other branch lines; consequently it leaves the wrong impression. 


Hon. Mr. Eutrer: This was taken from a very reliable source. 


The Cuarrman: My recollection of the C.P.R., in a general way, is this: 
they have lots of mileage, and they are paying more taxes to the different 
governments and municipalities than the Canadian National Railways is 
to-day. 

Sir Henry THornton: I think that is true. 

Mr. Hears: They may be exempt from taxation in a general way, and they 
may pay very heavy local improvement taxes. I have some little experience 
in the matter. They are compelled to pay local improvement charges, and the 
result is where they have more buildings they have to pay the local improve- 
ment taxes, and that would account for the heavier rate of taxation as against 
probably the C.N.R. 

Sir Henry THornton: I think, also, I am right in saying this, that the - 
Canadian Pacific Railway pays a substantial income tax, and they they 
accepted the burden voluntarily. Now, in this taxation discussion, I do not 
want anyone here, or the public, to draw the conclusion that I am in any 
way drawing any invidious comparison with the Canadian Pacific Railway in 
the matter of taxes. I have simply answered the questions that have been 
put, and certainly I have no intention in any way to criticize or draw any 
unfair comparison with respect to the taxes paid by the Canadian Pacific 
Railway. I can say ordinarily, nine times out of ten, anybody who can get out 
of paying taxes is to be commended, and most people do it. 

The CHatRMAN: I was just going to ask the members of the committee 
if it would be possible for us to have a meeting this afternoon to get through 
some of this work. 

Hon. Mr. Euutrer: Hear, hear. 

The CHAIRMAN: We can meet for a while at four o’clock and get rid of 
some of this so we can get upon the budget early next week. 

Mr. Hacxerr: There is a slight correction to be made at page 56. Per- 
haps it would be well to take it up at four o’clock.~ 


Whereupon the meeting adjourned until four o’clock p.m. 


On resuming at 4 P.M. 


The CHAIRMAN: We will call the meeting to order. 

Sir Henry THornton: Col. Cantley, Mr. Chairman, asked a question this 
morning to which we have the answer now, in addition to the stations closed 
in 1930, which was handed in to the official reporter-—how many stations on 
the Canadian National have been closed in 1931. The answer is fifteen. The 
stations are as follows: Berry Mills, N.B.; Red Pine, N.B.; Strathlorne, N:S.; 
Meadowville, N.S.; Ingramport, N.S.; Millstream, Que.; Holland Landing, 
Ont.; Longwood, Ont.; Mulvihill, Man.; Juanita, Sask.; Bayard, Sask.; 
Condie, Sask.; Lyalta, Alta.; Stanmore, Alta.; Scollard, Alta. 


Col. Cantey: Thank you. 
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Mr. Hanson: Have you not closed some on the Moncton-St. John sub- 
division? | 

Sir Henry THornton: Well, those are the only stations that were closed 
in the last two years. | 


Mr. Hears: This morning I raised a question about the taxation paid by 
the different companies, and it was claimed, I think, by Mr. Hackett that the 
Canadian Pacific were paying far more taxes in the West than the Canadian 
National. JI have here rather an interesting comparison Mr. Chairman. It is 
the city of Winnipeg municipal Manual and it shows that in the city of Win- 
nipeg alone the Canadian National have a tax exemption there on the property 
which they own within the city limits of $5,720,000. It also shows that the 
C.P.R. have got a tax exemption there of $8,269,000. 

What I want to point out, first, is the fact that the more exemption the 
railway company has the more likely it is that that railway will pay more in 
the way of taxes, because the more property they have there the more there 
will be in the form of local improvements which will make it necessary for those 
railways to pay within the boundaries of those municipalities. I do not think 
that any comparison that we might be able to make here in connection with 
the amount paid by one railway as against the other can really give any idea. 
Would it not be of much more value to ask here if we could have some itemized 
account showing how the taxes are made up. What is true of the city of Win- 
nipeg, I have no doubt, is true of every one of the large centres in the Dominion, 
where doubtless they receive more in the way of exemptions. 


Mr. Hanson: I think you pay taxes enough, Sir Henry. 
Sir Henry THorNtTon: I think that is a doctrine to which everyone wouid 
subscribe. 


The CuarrMan: Is that all that you want on the record regarding taxa- 
tion? 

Sir Henry THorNTON: I just want to say that the Canadian National has 
voluntarily accepted a very considerable tax. 


Mr. Hanson: You have indeed in the Maritimes. 


Mr. Farrweatuer: A further division to indicate the split between Labour 
and Materials follows: 


Employees’ Compensation 1930 1929 Decrease 
Maintenance of Way and Structures... §$ 4,306,313 §$ 4,400,884 § 94,571 
Maintenance of Equipment............ 3,402,951 3,497,881 94,930 
SND RrsTi 8 8 (sarees Wie, Mee BOR Pere naan ei a linn Cabin aso 415,006 AV T7232 Dent 
A VaMsporta blows as 2 tars waoae ko ok emcee 10,661,812 10,807,684 145,872 
WEFRCO LMA TVOU IG Cart Woke cates Con hae ay saaaleane 221,325 238,643 17,318 
A Sestverial cia Wao ic snes ee bes eae slants au ccuie ae 797,221 678,847 118,374" 
LOL ale seers 7 mee eee tate belual acre eve atettone te rahaticet ore $19,804,627 $20,041,171 $ 236,644 
*Tncrease. 

Materials and Miscellaneous 1930 1929 Decrease 
Maintenance of Way and Structures.... $3,793,778 $3,807,451 $ 13,673 
Maintenance of. Haquipmenty jo: va. ea. es 2,768,033 3,077,801 309,768 
A PANG alice Pir vos eee ee CR Pe eee 537,681 480,537 57,144* 
ELT ANSHOECALION fe. e nautica: is Pare cee Game, ot a aay 5,214,541 5,582,923 368,382 
BVPIBCEAIANGOUS Ss hate cheeks cies ace or phe eaaa ate at. s 178,740 192,835 14,095 
eS ePSpiga Boa ake ee? IRON Rare ae eon Marg Bo eee Une a 803,717 705,328 98,389* 
Transportation for Investment—Credit .... 72,602 72,664 62 
SES RAS” I £0 Rice AN RR 0 0 Ath oe CC made a me $13,223,888 $13,774,211 $ 550,323 
*Tncrease. bey 
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TAXES, MISCELLANEOUS OPERATIONS, NON-OPERATING INCOME AND DEDUCTIONS - 
FROM GROSS INCOME “ 
The only items which show any considerable variation from last year 


Are = 
Interest)'on: -Hunded: Debt icc ava rais oi wwiate’s \ emit see «lentes $149,640 (Inc.) 
Interest on: Untunded Debt a. fo won. ye ct in dake Hoe a traeerne. 511,404 (Ine.) 


Interest on Funded Debt in the hands of the Public was $394,699 in 1930, : 


compared with $245,059 in 1929, or an increase of $149,640, due to interest on 
Bonds of the St. John & Quebec Railway being included in 1929 from September : 
only and in 19380 for a full year. 

Hon. Mr. Evter: What do you mean by micro on Gateies Debt? 


Mr. FarrweaAtTHeER: That will follow. 


The increase in interest on Unfunded Debt is due to Shee: on the pur- a 


chase price of the Quebec Oriental, the Atlantic, Quebec & Western, the St. 
John & Quebec and the Inverness Railways, also to additional capital expen- 


ditures. 
That concludes the analysis of the income account of the Canadian National 


and of the Hastern lines. | 

Mr. Hanson: This interest on Unfunded Debt will be a recurring item 
so far as certain of these matters are concerned. You have assumed the bonded 
indebtedness of the St. John Quebec railway for a period, up to a certain limi- 
tation, but should not that fall off quite rapidly, that $511,000. 

Mr. McLaren: The accounts for 1929 include interest for the Gaspe 
railways as from June Ist, 1929, and the 1930 accounts include it for the entire ~ 
year, and likewise for the Inverness, and the St. John and Quebec at varying 
dates. 

Mr. Hanson: I understand that, but you will have paid for the Quebec 
and Oriental, we will say, and that will go into your Funded Debt ultimately. 
The St. John and Quebec is on a little different basis because you have assumed 
obligations that are outstanding. 

Hon. Mr. Manion: It would not go into the Funded Debt until ne bonds 
fall due. 

Mr. Hanson: They will be carried in the Funded Debt. 

Mr. McLaren: It would be in the Funded Debt. 

Hon. Mr. Evier: But they are all guaranteed by the coer They © 
are simply taken over by a private company. 

Mr. McLaren: They are taken over by the Canadian National. 

Hon. Mr. Euter: But they are guaranteed. 

Mr. Hanson: The St. John and Quebec is guaranteed by the government. 

Mr. Grant: Guaranteed Bonds have and will be issued in payment of 
part of the purchase price which is payable over a period of years. The bal- 
ance of the purchase price represents Bonds in the hands of the public, the 
liability for which we assume. 

Hon Mr. Manion: How would it be Unfunded Debt then if the bonds 
were issued in place of them? 

Mr. McLaren: That will remain constant as far as the capital expendi- 
tures prior to July 1, 1927, are concerned. 

Mr. Hanson: On what? | 

Mr. McLaren: On the Halifax and Southwestern. - 

Mr. Hanson: Those bonds are guaranteed by the province of None Scotia. 

Mr. McLaren: The Halifax and Southwestern. 

Sir Henry THornton: I do not think sc, Mr. Hanson. 
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Mr. Hanson: Then I do not. understand this item at all. 

Mr. Grant: I have not the information here. 

Sir Henry THornton: Mr. Cooper, I think, will be able to explain it. 
Mr. Coorrr: The reason it appears in the Unfunded Debt interest account 
is that in the year 1930 we repaid $1,000,000 of the indebtedness to the province, 
that is, the Canadian National Railway paid that much debt off, so that the 
Eastern Lines are now indebted to the Canadian National for that mount and 
will be charged interest on it, and so far as the Eastern Lines are concerned 
it is interest on Unfunded Debt. 

Hon. Mr. Euuter: Are they segregated in that way? I thought they were 
all issued on account of the Canadian National as one institution. 

Mr. Cooper: First of all, we assumed the indebtedness of the St. John 
and Quebec railway. That was assumed by the Canadian National Railway 
Company and it is in the Funded Debt of the Canadian National. The $1,000,- 
G00 repayment was made out of Canadian National bond issues, and the interest 
cn such bonds is interest on the Funded Debt of the Canadian National. 

Mr. Hanson: That is quite clear. 

Mr. Coorer: But it is not correct to have the Canadian National assume 
all that expense. It applies to that part of the Canadian National known as 
the Eastern lines, so the Canadian National charge the Eastern lines with an 
equivalent amount of interest, and, so far as Eastern lines account are concerned 
it is interest on Unfunded Debt. It is interest on Funded Debt to the Canadian 
National, but it is interest on Unfunded Debt as far as Eastern lines is con- 
cerned. . 

Mr: Hanson: It is an interdepartmental account. 

Mr. Cooper: No, not an interdepartmental account. It is between the 
Fastern lines and the Canadian National. 

Sir Henry THornton: It will be really inter-corporate accounts. 

Mr. Coorsr: Inter-corporate is a better word, yes. 

Mr. Srewart: I would like to ask one question. This is a very fine state- 
ment in regard to the hotels. They have reduced their loss by $964,000. That 
is on page 12. Now, the loss for the year was only $126,000, and the year 
before it had been over a million dollars. Do you allow for interest on the 
capitalization and depreciation? 

Sir Henry THornton: No. 

Mr. Srewart: It is a very creditable statement, that part of 1t anyway. 

Hon. Mr. Manion: That is an operating deficit, is it not, Sir Henry? 

Sir Henry THorNTon:. Yes. 

Mr. Hanson: Is there any possible chance that that can be balanced, 
that operating account? 

Sir Henry THornton: Can the hotels be made to pay a profit in them- 
selves? 

Mr. Hanson: On operation irrespective of capital. 

Sir Henry THornton: Well, that depends a good deal upon the general 
business situation on the north American continent, the amount of tourist 
traffic, and it also depends upon the progressive increase in the population of 
Canada. I should say that sometime—and I won’t make any prediction when— 
but I should say that sometime when this country becomes more thickly popu- 
lated than it is to-day, when there is more travel within the country and when 
business returns to something like its normal condition undoubtedly the hotels 
will show an operating profit. I do not suppose that many hotels to-day are 


probably profitable. 
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Mr. McGrsson: Sir Henry, is it not unsound to invest between $20,000,000 — 
and $30,000,000 in a business that cannot and is not paying, “S 

Sir Henry THorntTon: Well, the total investment of the Canadian National — 
Railway Company in hotels is, J think, $20,000,000 at the present moment. 

Mr. McLean: $22,174,701.76 for Hotels in Operation. 

Mr. McGrsson: And every one of them are in red ink, 

Sir Henry THornton: All except the Chateau Laurier, I think. 

Mr. McGipson: The Chateau Laurier is in the red. 3 a 

Sir Henry THornton: ‘The McDonald Hotel, the Grand Beach Hotel, 
—but that raises the whole question— 

Mr. McGisson: The Chateau Laurier is losing $1,000 a day. 

Sir Henry THorntTon: No. 

Mr. McGippon: Yes, a 

Sir Henry Tuornton: The Chateau Laurier last year earned $55,608 net. i 

Mr. McGrpgson: Yes, but it lost $1,000 a day. You gave me that yourself. 

Sir Henry THornton: Oh, including the interest on the investment. — 

Mr. Hanson: We are only talking about operation after all. 

Mr. Srewart: I was greatly taken with the statement and I wanted 
information about it. | 

Sir Henry THornton: Whatever the loss may have been, Dr. McGibbon 
raises the old question of hotel policy, and at a previous meeting I endeavoured 
to point out that next to the export of agriculture, or products of agriculture 
the largest single business in Canada was the tourist business which amounted 
to at least $300,000,000 a year. And I also endeavoured to point out that a 
the volume of that tourist business and its progressive increase is due to the 
combined efforts of a number of different activities in Canada to make Canada 
an attractive place for tourists to come to, 

The Canadian Pacific maintain a large number of hotels, so do we. There 
are various fishing camps; there are golf courses; there are a number of what 
one would describe as allurements which appeal to the tourist; a large number — 
of summer hotels such as Bigwin in Ontario. Now, all of those things contribute 
to the tourist business of Canada. And so far as the success is concerned that 
$300,000,000 is a net profit because it all stays in the country, We maintain ~ 
hotels largely because they are essential for encouraging traffic on the rail- 
way and because of the contribution which they make to the tourist business. 

As far as the railway is concerned we would be very glad to get rid of our 
hotels, We would be very glad not to have to operate hotels if we thought we — 4 


could do so without damage to our interest and without affecting the welfare 
of the country as a whole. 


Hon. Mr. Evter: Would you say this, that counting the cost of maintain- 
ing these hotels and including interest on the capital. expenditures that that 
loss is compensated for by the increased traffic that the railway gets? 4 

Sir Henry TuHornton: Well, that is a difficult question to answer accur- 
ately, Mr. Euler. I should say that certainly the advantages which the hotel 
systems of the Canadian Pacific and the Canadian National offer to the travel- 
ling public attract a very large amount of travel to Canada. 

Mr. McGrszon: Is it not a fact that the big bulk of the tourist business 
comes in by automobile? 

Sir Henry THornron: Oh, no. For instance we had last year 15,000 people 
who travelled in special parties and were booked by our New York ticket office 
that came to Canada. Some of them went as far West as the Pacific Coast, 
and last year we had the Sun Life convention of, I think, several hundred people 
at Jasper Park. They travelled by special train. 
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Mr. McGrsson: Is it fair to assume they would not have come unless 
you had this accommodation? 

Sir Henry THornton: Certainly they would not have come. They would 
not have had any place to go to. 

Mr. McGisson: This year the Sun Life, I believe, go way down to Ver- 
mont. Other years they went to Banff. I do not think it is fair to say that 
the hotels are attracting them and 15,000 people is a bagatelle. Why, we have 
100,000 tourists in Muskoka alone. 

Sir Henry Tuornton: Well now, those 15,000 people unquestionably 
spent $50 a head in Canada. It might easily have been twice that. The chances 
are that they probably did leave $100 a piece behind them in Canada in addi- 
tion to the transportation charge. Now, there were 15,000 people. Multiply 
that by $100 a head. That is only one item and that is a very small propor- 
tion of the number of people that we carry. 

Mr. McGisson: We have Bigwin Inn in my riding. It is true it attracts 
a lot of people, but there are other private hotels that take in, in the aggregate 
ten times more. 

Sir Henry TuHornton: I am glad to hear it, and I hope that will con- 
tinue. 

Mr. McGisson: They do not all go to big high-priced hotels. They 
cannot afford it and they do not go to them. 

Sir Henry Tuornton: Well now, take Jasper Park for example. 
Curiously enough notwithstanding the depressed condition of business last year 
ue takings at the hotel at Jasper were $6,000 more than they were the year 

efore. 
| Mr. McGispon: Yes, but Jasper Park lost a lot of money. 

Sir Henry THornton: Jasper Park cost $2,500,000. 

Mr. McGisson: I say it lost a lot of tmoney. 

Sir Henry THornton: No it did not. 

Mr. McGrsson: It lost you money last year. 

Sir Henry THorntTon: No it did not. 

Mr. McGrsson: Then the return that you gave me is wrong. 

Sir Henry THornton: No. Last year the loss in hotel operation at‘Jasper 
Park— 

Mr. McGreson: Yes, but you are only talking about operation. I am 
saying that the whole enterprise has lost money. 

Sir Henry TuHornton: I am afraid I cannot continue to make state- 
ments, Doctor, unless you allow me to finish them. I said that the loss ati 
Jasper Park last year was $47,766; but that was much more than compensated 
for by the rail traffic which accrued to the railway and which we would not 
have had had it not been for Jasper Park. And if you take Jasper Park, the 
construction of Jasper Park in conjunction with the railway, since 1t was con- 
structed you will find that in the eight years that that resort has been in 
existence it has earned net an amount to the railway company which equals 
its entire capital investment and $800,000 in addition, and I say, that Jasper 
Park is one of the most profitable undertakings that we have, and I do not 
know of any institution, any hotel which contributes so much to its proprietor 
as Jasper Park, and the amount invested considering the facilities offered is 
exceedingly small, something like two and one-half million dollars. 

Mr. McGisson: I will grant you that Jasper Park stands in a class by 
itself. -You have no competition. 

Sir Henry Tuornton: None whatever. There are, of course, other 
resorts in the West. 
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Mr. McGisson: But that is different, for instance, to the cities in the - 
East. You see my point? a. 
Sir Hpnry THornton: Oh yes, I see your point, quite. a 
Hon. Mr. Ever: Does each hotel have to carry its share of the adver- — 
tising cost? a 
_ Sir Henry Tuornton: No, that is carried in the expense for general adver- — 
tising. sl 
Mr. Hanson: Sir Henry, with reference we will say to the Chateau Lau- | 
rier, everybody recognizes the Chateau is one of the best, if not the best hotel 
on the continent. That is saying a great deal, but that is my judgment any- — 
way. In these days of hard times would it not be well if the head of your hotel — 
department would look into the operation of the Chateau with a view to effecting 
an economy. I grant you that it is a mighty fine hotel but it does seem to me 
that it is overstaffed. The cost there must be colossal. 


Sir Henry THornTon: Well now, as a matter of fact, there is an audit 
and an examination being made to-day by an expert of the whole of our hotel 
system. About the first-of the year I became rather anxious about the effi- 
ciency of our hotel operations, and we wanted to find out from the point of 
view of efficiency whether these hotels were being properly and economically 
conducted, and there is a very searching audit and examination being made of 
the whole of our hotel operations. That is practically finished. I expect to 
have the report within three or four days. . 


I will say this, however, in answer to that question: In just an informal 
discussion with the auditor he told me they had finished the examination of 
the Chateau Laurier, and that having regard for the character of service which | 
it seemed necessary to maintain, the hotel is operated with efficiency. 


Mr. Hanson: I have no doubt about the efficiency. What I am driving at 
is the cost of that efficiency. , 


Hon. Mr. Eutpr: Could you have that same efficiency with a lesser staff? 4 


Sir Henry Tuornton: That is exactly the thing we have been trying to — 
find out. I am not an expert hotel manager but I am responsible for the opera- — 
tion, as head of the company, of these hotels, and we have taken the necessary 
steps to try to find out. 


Mr. Hanson: Mr. Hanbury suggests that there is a differentiation between 
service and efficiency. JI am rather inclined to agree with that. I do not sug- 
gest that there is not good service, but I do suggest that that good service is 
maintained at a’very high operating cost. 


Sir Henry THornton: Well, I think you have got to look at it this way, — 
Mr. Hanson. You have got to decide what kind of service you are going to 
have. It may be what is generally described as a first-class service or a second ~ 
class service or a third-class service. The main point is that we have got to — 
say to ourselves: Now what kind of a service must we have at the Chateau — 
Laurier? We may decide it will be first-class. We may decide to operate 
second-class and after that is decided we have got to say to ourselves and try — 
to find out is that class of service efficient in so far as its status is concerned. 


Mr. Heaps: Is there any prospect, Sir Henry, of the deficits being reduced 
say in the coming year? 

Sir Henry Tuornton: I should think that there would be some reduction 
although it will be very difficult to answer that question Yes or No. I do not 
think it will be any more than last year, and I think it has a good chance of — 
being less. For instance, our takings at Jasper this summer promised to be as _ 
good as last year. 
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Hon. Mr. Euuer: You made the very gratifying and to me very surprising 
statement that with regard to Jasper Park hotel, and taking into consideration 
the fact you have got a great deal of traffic because you have got the hotel 
there that its capital expenditure and all has been paid for and you have some- 
thing like $800,000 to the good. . 

Sir Henry THornton: I made that statement. 


Hon. Mr. Evuter: Could you make a similar statement with regard to some 
of your other hotels or lodges or summer camps, whatever you may want to call 
them? 


Sir Henry THornton: I think we could with respect to Minaki and maybe 
one or two others such as Nipigon Lodge; but with respect to most of the others, 
in fact all the others, there are a large number of people who come to those 
hotels in automobiles. 


Hon. Mr. Euter: You have another one down in Nova Scotia. 


Sir Henry THornton: For instance, take the case of Minaki or the case of 
Jasper Park, they have got to go there by rail because there is no other way 
to get to those places. But when you come to places like the Chateau Laurier it 
is quite a different proposition. 


The CHARMAN: A few days ago when we were discussing this matter, Sir 
Henry made a statement to the effect, or rather he gave us figures of hotel cost 
of, if my recollection is right, about $16,000,000. To-day a statement is made 
increasing that amount to $22,000,000. I just want to get the figures right. 
What I would like to know now is what the present investment is and when all 
are completed what the ultimate investment is to be in hotels that are being 
constructed or under way. 


Sir Henry THornton: I do not: know whether I gave a wrong impression 
to the committee, but my statement was that since January 1, 1923, we had 
spent $16,000,000 on hotels. I think that is where the misunderstanding came 
in. 

Mr. Hanson: That is correct. 

- Sir Henry TuHornton: The total investment “ Hotels in Operation” at the 
moment is $22,000,000. 

The Cuatrrman: What I want to know in addition to that is what commit- 
ments are we under now, that when those hotels are completed what is it going 
to amount to, so that we will know what to expect in the future. 

Sir Henry THornton: May I take a note of that, Mr. Chairman, and 
answer it at one of the next meetings. ; 

Mr. McGiszson: Might I ask this question, only for information. What is 
the ratio of profit in the Chateau Laurier compared with what it was before 
enlargement? 

Sir Henry THornton: I[ can get that for you but I do not think I could give 
it offhand. 

Mr. Hanson: Of course, the cost of the addition was colossal compared 
with the authorization by Parliament. 

Sir Henry THornton: There was a material over-run. 

Mr. Hanson: It was double. I remember at the time we did not oppose 
that capital expenditure. It was submitted to Parliament by Mr. Dunning 
when we were told and assured that it. woud not exceed $3,500,000. 

Hon. Mr. Euter: $4,000,000 was asked for. 

Mr. Hanson: $3,500,000 is my recollection, but you may be right. 

Sir Henry THornton: You are quite correct in that statement. 
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Mr. Hansury: In connection with the capital investment for the con-— 
struction of hotels, the Minister of Railways, speaking in the House yesterday, — 
gave the impression that the previous administration had inflicted on you a — 
program of gross extravagance, and connected with that statement the con- | 
struction or the large cost of the construction of the hotel in Vancouver. Now, © 
my impression is that the hotel in Vancouver is being constructed by the Cana- _ 
dian National at a great saving to the company, and I would like very much ~ 
if you could give information to the committee in that connection. 


Sir Henry THornton: Well, that situation demands some information. 
When MacKenzie and Mann built into Vancouver—and I think the subsidiary 
company was called the Canadian Notrthern Pacific Company—they entered oa 
into an agreement with the city of Vancouver and, as a result of that agree- 
ment, accepted a number of very onerous responsibilities which involved large _ 
financial outlay. Re 

Speaking frcm memory, I think they agreed to electrify; they agreed to 
build a certain number of ships for Pacific services. When I say Pacific ser- 
vices I do not mean coastal services. I mean services to the Orient. They 
agreed to build a hotel of a certain size. 


Mr. Hanson: What was that particular commitment, a certain size? 


Sir Henry THornton: Do you remember, Mr. Hungerford,, what it was? 
I think it was an hotel with roughly about 300 rooms. 


The Cuarrman: The price was stated at about $3,500,000. 


Sir Henry THornton: I think it was like 300 rooms. In short; anes 
examination of that contract will reveal that there was practically everything 
in it that could be thought of. Amongst other things it also involved an 
extensive program on False Creek, and a large amount of filling. I 

Well, the city of Vancouver called upon us for the fulfilment of that _ 
obligation. The contract was submitted to the law officers of the company | 
and the opinion was given that it was an enforceable contract. In fact, it was 
about the most comprehensive contract that I think I have ever seen. I do not 
know of anything that was omitted. After long negotiations with the city, I ‘a 
think extending over a period of two or three years the city finally agreed 
to cancel the contract and relieve the company of its obligations thereunder = 
providing we would build an hotel of I think it was 500 rooms, and that was a 
one of the reasons, although not the only reason that that hotel was embarked = 
upon. ‘There was also some difficulty in connection with the hotel situation 
in Vancouver because the only hotel in the city of importance and of attrac- 
tion to tourists was the Hotel Vancouver owned by the Canadian Pacific, and= 
quite naturally and justifiably that implement was used effectively by the — 
Canadian Pacific for the purpose of attracting traffic to their line. And that, 
briefly, is the story of the Vancouver Hotel. Se 


Hon. Mr. Manion: Yes, as far as it goes. I just want to answer Mr. 4 
Hanbury’s remark. I happened to be speaking with the Deputy at the time 
that he made it and did not hear just what he said until my attention was © 
drawn to it. Mr. Hanbury said I spoke of the extravagance, I think, of this “s 
hotel, or something to that effect, did he not? hee 

Mr. Hanpury: No. I was referring to the general extravagance which you 49 
say the previous administration inflicted upon the management of the rail- 
way company and coupled the hotel with it. | y 

Hon. Mr. Manion: All right. I did not use the word “extravagance” 
I said “unnecessary capital expense.” But it does not matter particularly. 
However, I would like to tell the story from where Sir Henry left off. I do not a 
want to be misquoted and I want to make this statement because I have to 
leave. It is perfectly correct what Sir Henry has said and I think they made q 


; 
= 
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a very fine bargain with the city of Vancouver. But the bargain was not the 


bargain incorporated in the Order in Council in’ 1926 by the so-called Shadow 


- Government, to build an hotel, I think, of 500 rooms to cost three and one- 
half million dollars. And I went on to say that between 1926 and now the cost 
of that hotel, the proposed cost—and there is no question about it officially— 


is $9,000,000 or a little more. So it had gone up from $3,500,000 to $9,000,000, 
and that is what I was speaking of as unnecessary capital expenditure. As 


Tsay, I cannot stay very long this afternoon, and I want to make sure that I 


am quoted properly. I went on to say this about the hotel. I said that a cer- 
tain newspaper in Toronto had made the statement recently that the building 


_ of these hotels was indirectly bringing business to the National Railways which 


made up for whatever capital losses there might be. I wondered if it was true, 
and I had my deputy investigate with the officers of the railway, and he gave 
me the figures which I read in the House and put those fid@ures on record— 
and as I say I do not want to be misquoted to-day in my absence—I said then 
that the figures show that the combined passenger earnings had shown a loss 
in 1926 of something over $4,000,000 in round figures, a complete loss of pass- 
enger earnings in 1926 of $4,000,000 and that in 1930 the same passenger earn- 
ings showed a complete loss of over $20,000,000, or nearly five times as much. 
So that I went on to draw the conclusion that these heavy capital expenditures 
for those various hotels were not justifying themselves in returns to the pas- 
senger service of the railway. 

Mr. Heaps: Is that a fair comparison, to take 1930? 

Hon. Dr. Manton: I did not take any particular year. 

Mr. Heaps: You take it year by year. 

Hon. Dr. Manion: All right, I can give them year by year. 


Mr. Hansury: Is it not fair to suggest if it had not been for this hotel 
the passenger revenue would have been further decreased? 


Hon. Dr. Manton: It seems to be getting worse every year, anyway. In 


reply to Mr. Heaps, I am going to quote from information I obtained yesterday. 


In the year 1926 the loss was $4,000,000; in 1927, the loss was more; in 1928 
more still; in 1929 more still; and worst of all in 1930. I agree with Sir Henry 
that this year the losses, generally, have been a.little less. However, these are 
the facts given to me, as explained here this morning because of changes in 
the Chateau Laurier last year, and if they are wrong, it is because the officers 
gave me the wrong statement. 

Hon. Mr. Huter: May I ask this: the statement has been made by Sir 
Henry, and corroborated by the Minister, that there was an agreement that we 
should build a hotel of 500 rooms, for which the shadow government, as my 
hon. friend called it himself appropriated three and a half million dollars. I 
would like to know whether, in view of the fact that you built the hotel at 
lcast partly in order to compete with another first class hotel, and that you 
had to build necessarily also a first class hotel, you could build a hotel of that 
kind with 500 rooms and first class in every way for the sum of three and a 
half million dollars. 

Hon. Dr. Manion: I made the statement, and may I answer that and Sir 
Henry can give his information after. I have the offer before me, and it was 
agreed upon by order in council at the end of 1926 that the hotel agreed upon to 


be built in the city of Vancouver in return for any demands that the city of 


Vancouver had upon the government, and that they were to build the hotel at 


a cost of three and a half million dollars. 


Mr. Hansury: How much? 


Hon. Dr. Manion: I said a moment ago the hotel was to cost three and 


a half million dollars. 
-30105—43 


178 SELECT STANDING COMMITTEE Pie 


Hon. Mr. Evuter: Five hundred rooms? 


Hon. Dr. Manion: I do not know for sure the number of rooms; I dpe 101 
care about the number of rooms. Here is what the hotel should cost, Th 
figures were given by the officers at that time and incorporated in the order in 
council; that the hotel was to cost three and a half million dollars and that ‘it 
was to satisfy the Vancouver claims. The hotel is now going to cost very much 
more. I have the figures right here. The hotel has cost $2,980,000 to the end 
of last year, and they still have $5,991,000 and some odd to spend on it, Which \ 
altogether makes just about nine million dollars. 


Hon. Mr. Euter: I would like to ask a question, if I may, as to whet 
it was possible, with conditions as they are, to build a first class hotel that would 
compete with other hotels there, a hotel with 500 rooms for the sum that was 
agreed upon, and if it was, why the other sum was used? : 

Sir Henry Tuornton: Shall I answer that, Doctor? a 

Hon. Dr. Manion: Go ahead, Sir Henry. 4 

Sir Henry TuHornton: I should say no. To begin with, the cost of con- 
struction went up in 1928, probably maintained itself in 1929. Whether we 
shall have to spend the total estimated amount to build that hotel of the class 
and character we have in mind depends a good deal upon the cost of construe- 
tion. But our feeling was that in such a city as Vancouver which is the principal 
port in Canada in point of tonnage on the Pacific coast, and at the time this 
hotel was projected, feeling that the country was going to advance in prosperity 
and the city of Vancouver would get its share of that prosperity, our opinion 
when I say “our” I mean the officers of the company and myself who are 
charged with the responsibility for such things—felt that we would be unwise 
if we built in Vancouver a hotel which in two or three years would be only 
a second class hotel, and would be so regarded and would do a second class 
business. “Now, that is a matter of business judgment, that is all. 


Mr. Hoot I would like to ask this: the proposal in 1926 was in the 
form of a new contract with the city of Vancouver. Undoubtedly the commit- 
ments that were made were-in compliance with that, Was that proposal satis: 
factory at that time to the officers of the Canadian National Railways? Did 
they agree with the proposal and were they parties to the arrangement? I pre- 
stume there were three parties to it; the government, the railway and city. — 


Sir Henry THornton: That is the situation as it now stands and is repre: 
sented by the present contract with the city of Vancouver. It was the result 
of negotiations which the officers of the company carried on with the city, ang 
that is the arrangement as completed. It finds its expression in the form of a 
contract which was approved by the board of directors of the Canadian Nation. i 
Railway, and of course carried with it the approval of the proprietors. 

Mr. Hanson: That is the answer. That arrangement has been departed 
from. I understand you have changed the site of the hotel? 

Sir Henry THornton: No, I do not think so. 


Mr. Hanson: My understanding of that is the $3,500,000 hotel was to 
be built on a particular site—if I am wrong I would like to be corrected— 
that the situation was abandoned and a new site bought in the heart of the 
city of Vancouver approximately near the Vancouver hotel; that subsequently 
it was found that the site was not large enough and that you had to buy 
~ additional land at a tremendous increase in cost and that is one of the factors 

entering into the $9,000,000. I do not think I am very far wrong. a 

Sir Henry Tuornton: As I recall the situation there, the original con- 
tract, as Mr. Hanson says, had a specific consideration of three and a half 
“qnillion dollars on a site, which as I recall it, was somewhere near the present 
passenger station. At any rate— . i 


. i 
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Mr. Hansury: At a place altogether unsuited. 

Sirk Henry THornton: At a place totally unsuited for a hotel, and I 
would not have spent five cents on a hotel in that location because it would 
have been money thrown away. , 

Mr. Heaps: How far is the present C.N.R. station in Vancouver from the 
site of the building? 

Mr. Hansury: Approximately two miles. 

Siz Henry THornton: Yes, I should say that was right. The site that 
has been selected, and has been bought for the Vancouver hotel, is just two 
blocks from the present Vancouver hotel of the Canadian Pacific. Now, the 
purchase price was $793,000. That represents 

Mr. Hanson: The site. 

Sir Henry Trornton: The site. It represents 73,000 square feet and the 
price was $10.86 per square foot. 

Mr. Hansury: In the heart of the city of Vancouver. 

Sir Henry Tuornton: Of course, right in the heart of the city, as I said 
a moment ago, and only two blocks from the present site of the Vancouver 
hotel of the Canadian Pacific, which is, I should think, one of the most expen- 
sive sites than can be found in Vancouver that is in the very heart of the city. 

Mr. Hansury: <A better site than the Canadian Pacific hotel. 

Sirk Henry THornton: Well, it is fully—it is certainly as good, I should 
think. One would ke within the bounds of truth to say it is as good. 

Mr. Hanspury: From the standpoint of taxation, it is a better site. 
Sir Henry THornton: You should know better about that than I. 
The CHAIRMAN: Why? 

Sir Henry THornton: He lives there. 


Mr. Hansury: Is it not a fact that had there been no contract with the 
city of Vancouver of any kind whatever 


Sirk Henry THorNton: What is that? 


Mr. Hansvury: Had there not been a contract with the city of Vancouver 
dealing with the hotel, it still would have been in the interests of the railway 
company to construct a hotei in Vancouver. 

Mr. Hanson: It is a question of opinion. 

Sir Henry THornron: Mr. Hanson says it is a question of opinion; 
probably it would have been. On the other hand, for instance, we have been 
urged to build a hotel in the city of Quebee in competition with the Chateau 
Frontenac; it has been suggested we ought to build a hotel in Victoria in com- 
petition with the Empress Hotel, and I have heard of suggestions also 

Mr. Hanson: And even put one in the city of Fredericton? 

Sir Henry THorntTON: I have heard that suggestion also. Now perhaps 
from one point of view hotels at ali those places might be regarded as in the 
interests of the company. But the real reason, the principal reason for the 
construction of this hotel at Vancouver was to escape from the exceedingly 
onerous contract, although the fact that it also gave us an important traffic 
implement was by no means disregarded. 


Hon. Mr. Evirr: Does it not come down to this, you were obliged to 
build a hotel and decided in your wisdow that this was the type of hotel you 
ought to build, and that is why it cost—— 

Sir Henry THornton: That is practically what it came down to, Mr. 
Kuler. Some may say it was wisdom, others may say it was stupidity, but 
there it is. | 
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Mr. Fraser: Is there any added accommodation to the hotel on account 
of the increase in the price; is it still a 500 room hotel? Pe: 
Sir Henry THornton: Yes—well, it has 19 stories with 595 bedrooms. — 
My recollection is that we also have some kind of arrangement, I will not bes 
sure about this, that we can add further stories in the future, if necessary, 
Mr. Hansury: A certain portion only, I think. 4 
Sir Henry THornton: Some arrangement of that sort. bs. 
Mr. Hansury: Yes. 4 
Mr. Kennepy: Is co-operation between the railways working out all right 4 
in northern Alberta? | 4 
Sir Henry THornton: The answer to that question is the arrangement 
between the railways in northern Alberta, the Canadian Pacific and ourselves 
has, I think been eminently satisfactory to both companies, and both companies 
are working in complete amiability and accord. ae 
Mr. Kennepy: Do you think it would be a good thing to apply to all of 4 
Canada? st 


Sir Henry THorntox: That is a question which I think ought to be left . 4 


a 


to those who come to that conclusion. 


Mr. Hanson: Returning for a moment to the Vancouver situation. It is — 
well known, of course, and I think it ought to be plain here that in return for | 
the undertakings of the Canadian Northern people, the city of Vancouver had 
given very substantial grants of land and other things. It was not a one sided _ 
contract. a 


Sir Henry Tuornton: I think honestly for myself, if you ask me, whether — 
the bargain was a good one, the bargain which Mackenzie and Mann negotiated 
was a good one or not, I should have doubts about the wisdom of the contract. — 

Mr. Hanson: Just what did they really give, and what did you give, — 
because it must be a mutual contract? ee 

Sir Henry THornton: I think Mr. Gzowski, the chief engineer of con- — 
struction is here he has been familiar with the propert for a good many years, — 
and I think he knows probably more about that old contract and the conditions — 
than anyone else, and I would ask him if he would be kind enough to make a8 
brief statement to the committee explaining the situation. a 

Mr. McGrsson: In the meantime, tell me what else is on the— 

The Cuatrman: Let us finish this up first. 


Sir Henry Tuornton: I think you will be interested in hearing what he © 
has to say. oe 

Mr. Gzowsk1: I first want to say I had nothing to do with the Canadian a 
Northern. The bargain briefly was that the Canadian Northern obtained about | 
250 acres almost in the centre, the geographical centre of the city of Vancouver. — 
In return, they gave back about 30 acres which was to be used ‘for park pur- 
poses and road purposes. The railway company undertook to enter Vancouver — 
via a tunnel, to electrify that tunnel and to electrify all terminals; to put over- — 
head bridges eventually as and when called upon for practically every street on — 
that particular block the property covered; also to make certain developments — 
at the head of False Creek; to make a sub station somewhere at the mouth of — 
the tunnel—I might say the tunnel has never been definitely fixed—and other — 
small items. At the time that the recent negotiations were made with the city 
I sat in on these, and we were able to show that we were saving at least $15,000,- 
000, or, in other words, the city were giving us $15,000,000 in consideration of 4 
building the hotel that was referred to by the minister. That was a very con- — 
siderable item to give us in lieu of the hotel. a 


“5 


; 
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_ Mr. Hanson: Two hundred and thirty acres was the only thing that the 
city gave for the construction? 


The CuamrMan: Well, the False Creek property was one that was un- 
developed; it was a space that belonged to the city and had to be covered by 
bridges. It was one of the best entrances that could be given to any railroad 
corporation. There is no doubt about that. I was in Vancouver long before 
any member here was born—when I say “any member” I mean any member 
from Vancouver. I do not mean some of the other gentlemen here who are ten 
or a dozen years older than I am. I can almost say to any member from 
Vancouver that I was in the city before it was named Vancouver and before 
False Creek was known as a creek at all, before there was any building in the 
city. I was there in 1885 and you can figure it out for yourself; and I have been 
there almost every year or two since. That is one reason why I took a little 
exception to what Mr. Hanbury said about the position of this new hotel, that 
it was a better position than where the C.P.R. hotel is. I do not believe him, 
and I can tell him, more, that the values of land on Granville street, on which 
the C.P.R. hotel is, are very much more than they are where this other hotel 
18, 

Mr. Hanpury: You are speaking, about the cost of land. 

The Cuatrman: That is what I say. 

Mr. Hansury: I say it is a better site for the purpose. 

The CHAIRMAN: Oh, well,—that is a different statement. 

Hon. Dr. Manton: To complete the picture, may I just read the order in 
council. I sent for it so there would be no misunderstanding, and we will have 
it on record. This order in council was passed on the 28th September, 1926. It 
was passed by the other government after we went out. It is a briefer one than 
the other one, which consists of four pages. This one is dated the 28th of 
September, 1926, and I shall read it:— | 

The Committee of the Privy Council have had before them a report, dated 
28th September, 1926, from the Minister of Railways and Canals, representing 
that by order in council of the 7th August, 1926 (P.C. 1218) approval has been 
given to a recommendation of the Board of Directors of the Canadian National 
Railway Company to construct, at an approximate cost of $3,500,000 a hotel 
in the city of Vancouver in consideration of the city of Vancouver releasing the 
Canadian Northern Pacific Railway company and the Canadian Northern Rail- 
way Company of any and all obligations and liabilities under the provisions of 
Clauses 12, 13, 14 and 17 of a certain agreement, dated the 5th of February, 
1913, entered into between the city of Vancouver, the Canadian Northern 
Pacific Railway Company and the Canadian Northern Railway Company. The 
said order in council further purports to authorize the said Railway companies 
to enter into an agreement or agreements with the city of Vancouver to give 
full effect to the understanding arrived at. 7 

The Minister further represents that it is expedient that the matter, as 
approved by the said Order in Council of the 7th of August, 1926 (P.C. 1218) 
be given reconsideration. 

The Minister therefore recommends that the said Order in Council of the 
7th of August, 1926 (P.C. 1218) be cancelled. 

The committee concur in the foregoing recommendation and submit the 
same for approval. 

I should not have read that one, because that is the one that was not car- 
ried out. 

Oh well, gentlemen, don’t think you have any laugh on me at all, because 
you have not. I have the Order in Council here which authorized the $3,500,000 
hotel, so the laugh is the other way. 
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I should read the other Order in Council passed by us to justify myself. a 
This one is dated the 7th day of August, 1926. “ The Committee of the Privy 253 
Council have had before them a report, dated 3rd August, 1926, from the Acting 
Minister of Railways and Canals, representing: 

1. That under date the 5th day of February, 1913, an agreement was 
entered into between the city of Vancouver, in the province of British Columbia, 
of the first part, and the Canadian Northern Pacific Railway Company, of the 
second part, and the Canadian Northern Railway Company, of the third part; 
the said agreement being hereinafter referred to as “the Agreement,” the city 
of Vancouver as “the city” and the said Railway companies as “the com- 
panies.” | 

2. That under the agreement the companies covenanted with the city, inter 
alia, to do and perform certain matters and things specifically set out in the 
agreement clauses numbers 12, 13, 14, 16 and 17 thereof, and in the whole gen- 
erally in effect as follows:— 


(a) That the approach of the railway “through the high grounds lying to 
the south and east of the railway property shall be by means of a tunnel of 
double track capacity or two single track tunnels, the tunnels to be electrified — 
and permanently maintained; 

(6) That a permanent station be established at the south or east. portal of 
the tunnel, and if the north portal is more than three-quarters of a mile from 
the Union Station, an additional permanent station to be constructed at the 
north portal; | 

(c) That no engines in False Creek shall at any time be operated by steam 
from coal oil other substances emitting fumes, gas or smoke to such an extent 
as to make a nuisance; | | 

(d) That within five years from 1913 a 250-room first-class hotel shall be 
constructed and thereafter permanently maintained within the limits on prop- 
erty other than railway property; ee 

(e) that, if required, a spur track crossing Main street to the city market 
be constructed. 

3. That the Companies have not carried out the provisions of the agree- 
ment, clauses 12, 18, 14, 16 and 17 thereof. 

4. That the city is pressing for the immediate performance of the provis- 
ions of the agreement, clause 16 thereof, urging that the present needs of the — 
city require a larger hotel than the one proposed under the provisions of the 
said clause 16. 

5. That the estimated cost to the companies of carrying out the works 
called for by the agreement, clauses 12, 13, 14 and 17 thereof, is $8,150,000. 

6. That the Board of Directors of the Canadian National Railway Com- 
pany is of opinion that the Companies’ liability under. the agreement, clauses 
12, 13, 14 and 17 thereof, is questionable, and that it is not in the public inter- 
est that the Companies undertake to comply with the provisions of the said 
clauses of the said agreement, the agreement in respect of which was impro- 
vidently entered into. 

7. That the cost of the construction of the proposed 500-room hotel is esti- 
mated at $3,500,000. 3 

8. That during the past two years negotiations have, with the approval of 
the Department of Railways and Canals, been carried on between the authori-. 
ties of the Canadian National Railways and the authorities of the city with an 
endeavour to effect a settlement between the companies and the city providing 
for the erection by the companies of a hotel within the limits of the city of 
approximately five hundred renting rooms to be operated by the companies and 
providing for the release by the city of the carrying out by the companies of — 
the provisions of the agreement, clauses 12, 13, 14 and 17 thereof, 
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9. That the negotiations in the immediately preceding statement referred 
to have been carried on to a successful conclusion, the authorities of the city 
making stipulation that action under agreement reached through such nego- 
tiation to be taken immediately, in which immediate action the authorities 
of the Canadian National Railways concur. 

10. That the Council of the city passed a resolution on the 15th day of 
April 1926, (copy of the resolution hereto attached marked “A”) making refer- 
d ence to the agreement and, in particular, to clauses 12, 13, 14, 16, and 17 thereof 
; and to the matter of hotel requirements in the city, and under said resolu- 
tion resolved as’ follows: 

“That, in consideration of the said railway companies, or either 
of them, immediately erecting, or causing to be erected by an arrange- 
ment with any other person or company, a first class modern hotel con- 
taining not less than five hundred rooms, and forthwith to maintain and 
operate the same, the city hereby releases the company from its obliga- 
tions under clauses 12, 18, 14 and 17 of the said agreement of 1913.” 


1j. That it is the opinion of the Board of Directors of the Canadian 
National Railway Company that, in view of the progress made by the Cana- 
dian National Railways in revenue receipts during the present year the whole cost 
of the construction of the proposed five hundred room hotel can be met from 
the estimates which were submitted to parliament at its last session and approved 
by the agreement or agreements with the city of Vancouver to give full effect 
accordingly. 

The committee concur in the foregoing recommendation and submit the 
same for approval.” 


. I might just say in apologizing for reading that long document, I should 
not have intruded into this discussion at all, but my friend Mr. Hanbury 


brought me into it by declaring that I used the words “unnecessary extrava- 
gance.”’ 


Mr. Hanson: Mr. Chairman, it would appear from the reading of that 
order in council that by letter of the 3rd of August Sir Henry Thornton endorsed 
the whole proposal as outlined in the order in council. . 

Hon. Dr. Manion: Apparently, 


_ Mr. Hanson: That order in council was rescinded in September, the next 
month, ‘before the election. I would like to know from Sir Henry Thornton 
if there was any authority for the recission of that order in council, or did 


the old government do it off their own bat. 

Sir Henry Tuornton: I had nothing whatever to do with it. 

Mr. Hanson: TI am glad to hear that. 

Now, the old government cancelled the arrangement that the railways 
themselves had made with the Vancouver authorities, as you will note in that 
order in council, and the hotel was not to be built on railway property but 
on a site to be selected. I leave it to the public to conclude about the arrange- 
ment. 

Hon. Dr. Manton: It is probably lucky I read that other order in council 
lafter all. 

Hon. Mr. Eviter: I was just wondering whether the two statements made 
in that order in council are reconcilable. The order in council calls for the 
construction of a hotel with no fewer than 500 rooms. It also says that it shall 
cost $3,500,000 and that it shall be a first class hotel. I would like to know 
whether it is possible to complete a hotel, built on those requirements, a first class 
hotel with 500 rooms, for $3,500,000. 

Mr, Canritry: There is a wide variety of opinion on. what is a first class 
hotel. 
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Hon, Mr. Evier: Not so much nowadays. 


Mr. Hanson: A good many circumstances would have to be taken into con- _ . 
sideration. What would be a first class hotel in Ottawa or Toronto would bea - 
luxurious hotel in my town. | 


Hon. Mr, Euter: Not in Vancouver, 

Mr. Hanson: Possibly not, 

Hon. Dr. Manton: There is no doubt that the order in council cites that. 
the proposal was recommended to the Minister by Sir Henry Thornton in a 
letter. . . 

Hon. Mr, Evtrer: There was a first class hotel built in the city of Toronto 
recently, which contains about 1,000 rooms or a little more, and cost I think, 
$17,000,000. 

Mr. Heaps Does the $3,500,000 referred to in the order in council take 
into consideration the cost of the land? 

Mr, Gray: That is what I was just going to ask, 

Hon. Mr. Euvter: What is the land worth? 

Hon. Dr, Manion: $700,000. 

Sir Henry Tuornton: $700,000 odd dollars, my recollection is, but I will 
have it looked up; I cannot answer off-hand. 

Mr. Hansury: Neither would that include the cost of equipping. 

Hon. Mr. Evier: I would like an answer to that question, if I can get it, 
whether you can build a first class hotel with 500 rooms for $3,500,000, I do not 
think you can. : 


Sir Henry THornton: Quite frankly, after considering the whole situa- 


tion and discussing it, we came to the conclusion subsequently, that we could 
not. é 


Hon. Mr. Ever: The railway came to that conclusion? 
Sir Henry Tuornton: Yes. : 
_ Mr. Hanson: That is your opinion? oo 
Sir Henry THornton: Yes. 
Mr. Gray: Has there been anything extra added that would make up 4 
the difference between $3,500,000 and $9,000,000? st 


Sir Henry THornton: 95 rooms were added. That was made in this 
way. We had a certain site of a certain size, and the additional 95 rooms 
would relatively amount to not very much, and after discussing the whole situa- 
tion with our traffic officers, and a general examination of it, we came to the 
cgneclusion that as long as we had gone that far, 500 rooms, we had _ better 
take advantage of the situation and make the hotel 595 rooms, instead of 500. 


Hon. Mr, Eutmr: That was the decision of the railway authorities, I take 
it, not of the government. 


Sir Henry THornton: Yes, and therefore we assumed responsibility. 
Hon. Dr. Manion: What is the number of the rooms in the Chateau? 
Mr. Hanson: About 600. 

Hon. Dr. Manton: I submit to my friend, Mr. Euler down there,— 
Sir Henry THornton: I think there are about 550 rooms. 

Hon. Dr. Manton: The Chateau cost less than $9,000,000. a 
Hon. Mr. Euter: Not much less. | 4 
Hon. Dr. Manton: Something less. : : 
Hon. Mr. Euter: The new wing alone cost $7,000,000. | 


Hon. Dr. Manton: The present cost is $8,535,000 plus $145,000 which 
would make it $8,680,000. 
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Hon. Mr. Evizer: I would like to ask this; does that include the old. 
original Chateau? 

Hon. Dr. Manion: It does not include the property. 

Hon. Mr. Eutnr: That is the original cost. ) 

Hon. Dr. Manion: That is the marked total cost. If we can build the 
Chateau, with 550 rooms for less than $9,000,000, I think we ought to be able 
to build a first class hotel in Vancouver for less than that. 

Hon. Mr. Evter: The original Chateau was built how long ago—20 or 25 
years ago, when building was very cheap? 


Mr. Hanson: Finished in 1912. 


Hon. Mr. Euuter: To get down to the point, the new wing which consists 
of 250 rooms, cost how much?—$7,000,000? , 


Mr. McLaren: Six million. 


_. Hon. Mr. Euter: I am quite willing to make a comparison with this new 
wing of 250 rooms, and you should build a good hotel in Vancouver with almost 
600 rooms for— 


Hon. Dr. Manton: It has not 600 rooms. 
Mr. Gray: 595. 


Hon. Dr. Manton: Well, I submit that the Chateau, which is probably 
one of the most beautiful hotels in the world— 


Hon. Mr. Ever: Quite so. 


Hon. Dr. Manion: —is quite good enough for the city of Vancouver, and 
is a worthy competitor of any hotel in the world. But that is not the point; 
I am not really arguing the point. The point is that they settled with the 
city of Vancouver to build a hotel costing $3,500,000. That. is the point Mr. 
~ Hanbury brought out. 


Hon. Mr. Evxer: A first class hotel there will be different from a first 
class hotel in a small town. 


Hon. Dr. Manion: That is a bit of nonsense, because I have in my city, 
Mr. Euler, what they call a first class hotel, a hotel which has only 100 rooms, 
and it cost to build about $700,000 or $800,000, but it is called a first class 
hotel. As Mr. Hanson says, what constitutes a first class hotel is a matter of 
opinion. There are lots of hotels in Europe that are absolutely first class hotels, 
but they could not compare with the Chateau Laurier. I think Sir Henry will 
agree with me in that, because they do not go in for the luxurious surroundings 
of the Chateau Laurier. I am not saying this in a critical sense, I am just say- 
ing it is a matter of opinion as to what constitutes a first class hotel. 


Hon. Mr. Euter: I am just trying to get an answer to my question 
whether it is possible in the city of Vancouver to build a first class hotel con- 
taining 500 rooms for $3,500,000. My impression is that you cannot do it. I 
would like to know that. I do not think that you could compare a first class 
hotel in Vancouver with what is called a first class hotel in Fort William, and 
I am not reflecting upon Fort William at all, but a first class hotel in Fort 
William would not do as a first class hotel in Vancouver. 


Hon. Dr. Manton: Certainly it is a matter of opinion what a first class 
hotel is. That is what I am pointing out. I agree with you in that. I do not 
mean to say that an $800,000 hotel in Vancouver would be satisfactory, but 
there is a vast jump between $3,500,000 in 1926 and the cost that is estimated 
in 1930. 


Hon. Mr. Evuter: You added another 100 rooms. 


Hon. Dr. Manion: All right, but in the same proportion it does not come 
to $9,000,000. I did not mean to argue this thing out. 
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Mr. Heaps: The whole point is whether the building is an economical 


building. Are the people being given value for the money? 

Hon. Mr. Manton: That is not the question Mr. Hanbury brought up. He 
brought up the question that I used the word “ extravagance” and I used the 
words “ 
National Railway would be better off to the extent of quite a few hundreds of 
thousands of dollars annually if they had not built the Vancouver Hotel at 
all, and furthermore, that the Canadian National Railway would: be better 
off if they had not built any hotels in this country. 

Mr. Hnaps: We are going beyond the argument. They inherited a number 
of hotels for which the company is held responsible, and we are discussing the 
one at Vancouver. There was a contractual obligation to the company. It was 
claimed that a three and a half million dollar hotel— 

Mr. Hanson: It could be settled for three and a half million dollars. 

Mr. Heaps: It might be a good thing to build a hotel of two hundred and 
fifty rooms or five hundred and ninety-five, I don’t know; but that is a matter 
entirely for the officials of the company to determine; but to try to make the 
inference that they are building a nine million dollar hotel which only cost three 
and a half millions might leave a decidedly wrong impression. I do not think 
we ought to allow the impression to go abroad that we are building a nine 
million dollar hotel for three and a half millions. 


Mr. Hanson: I think the basis of the statement was that he had stated - 


that the unnecessary expenditure had not been instigated by the late govern- 


inent, and I will ask Sir Henry Thornton whether or not the management of the - 


railway accept the full responsibility for the increase from three and a half 


million dollars to the estimated cost for the construction of the hotel in Van- 


couver. 

Mr. McGisson: Sir Henry said they were not even consulted. 

Sir Henry THornton: I did not quite mean that. As I recall the circum- 
stances, the first order in council which was passed by the government which 
existed during the interval was cancelled by the subsequent government when 
they returned to power. 

Mr. Hanson: You had nothing to do with that. 


Sir Henry THorntTon: That was an action of the government; I had nothing 
to do with that, but that re-opened the whole question, and we had our contract 
with the city and when we came to reconsider the whole question again business 
was increasing, times were booming, and it looked as if they were going to 
continue to be good. We felt at that time, in the light of the information that 
we then had, that it would be the part of wisdom to build a better hotel than 
was originally contemplated in the first order in council, and of larger size. Now, 
I will say perfectly frankly here—and this applies to a good many things, not 
only in connection with the railway but with every enterprise in Canada—if I 
had known at that time that we were going to be confronted with such times 
as we now have, I certainly would not have made that recommendation; but 
there are a good many people who did things at that time and who, had they 
known what they know now, certainly would not have embarked upon them. 

Hon. Mr. Ever: You did make a recommendation? : 

Sir Henry THornton: Certainly. We accept full responsibility for any 
recommendation which went to any government at any time. 

Mr. Hanson: The fact of the matter is that you thought you had to have 
a hotel comparable with the C.P.R.? 

Sir Henry THornTon: Yes, exactly. 


Hon. Mr. Euter: Wasn’t the initiative to build a hotel somewhat larger and 
of a better character taken by the railway itself? 
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unnecessary capital expenditure.” I submit further that the Canadian 
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Sir Henry THorNTON: Yes, certainly it was. 
Hon. Mr. Evuter: And not by the government? 


Sir Henry THornton: No, the government didn’t make any recommenda- 
tion as to. what we should do. They simply cancelled the previous order in 
council and left the thing in the air to revise. 


Hon. Mr. Eutrer: And they accepted your recommendation which was to 
build the hotel as it 1s now? 


Mr. Hanson: At a capital cost in this case of six million dollars more than 
the arrangement that could have been made? 


Hon. Mr. Euter: What arrangement? 


Mr. Hanson: Sir Henry said just now that if he had to do it over again 
they would not do anything of the sort. 


The Cuarrman: I think we have spent enough time on the hotels. I am 
under the impression that the management will not build any more hotels 
to-morrow. | 


Mr. Hanson: There are a whole lot of things they will not do. 
Mr. Gray: I think that applies to members of the committee. 


Sir Henry THornton: What Mr. Hanson says is quite true. Two or three 
years ago we exercised such Judgment and intelligence as we had in the light of — 
the times, and as I said a moment ago there are lots of things which we did 
and lots of things which the people of this country did— 


The CHairMAN: Lots of us. 


Sir Henry THornton: —that we would not have done had we known what 
is happening to-day. I cannot speak more clearly than that. 


Hon. Mr. Euuer: You acted on your best judgment at that time? 
Sir Henry THorntTon: Certainly, 


Mr. McGiexson: The test of that was the contractual agreement with the 
city of Vancouver. There was one settlement made for three hundred and 
fifty thousand dollars— 


The CuarrmMan: Three and a half million. 


Mr. McGisson: Three and a half million dollars. That was satisfactory 
to the city of Vancouver. It was satisfactory to the directors, and it was satis- 
factory to the government. That was set aside, and the result of that setting 
aside is about six million or more added to the settlement. Is not that correct? 


Hon. Mr. Evter: And a better hotel. 


Sir Henry THorntTon: You will forgive me if I prefer to keep out of any- 
thing that looks political? 


Mr. Gray: Certainly. 
The Cuatrman: I think enough time has been spent on the Vancouver Hotel. 


Mr. Gray: It is done anyway. If you want to blame the late government, 
blame them. 


Mr. MacMituan: Are you progressively working on the hotel in Vancouver? 
Sir Henry THORNTON: Yes, 

Mr. MacMituan; It is not going to be shut down? 

Sir Henry TuHornton: No, it has not been shut down. 
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Sir Henry THornton: Not at the moment, ee rs as : 

Mr. Buti: Are you contemplating building a hotel in Montreal? : 

Sir Henry THornton: That is one question that I can answer in the nega- 
tive, although there have been offers made and suggestions proposed, and we 
have, with the prudence which is characteristic of the management up to this 
time, rejected all of them. ar eee Avie: ENR ee ee 


- 


The committee adjourned to meet on Tuesday, June 23, at 11 o'clock ae 
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MINUTES OF PROCEEDINGS 
Turspay, June 23, 1931. 


MORNING SITTING 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, in accordance with notice issued, opened 
proceedings at 11.20 o’clock a.m., Hon. Mr. Chaplin, the Chairman, presided, 


Members present: Messrs. Beaubien, Bothwell, Chaplin, Duff, Euler, Fiset 
(Sir Eugéne), Fraser (Cariboo), Hanbury, Heaps, Kennedy (Peace River), 


~ McGibbon, MacMillan (Saskatoon), Manion, Rogers and Stewart (Lethbridge). 


—15. 


Sir Henry Thornton furnished a list of answers to questions submitted 
prior to the meeting, as follows:— 


1. Number of pensioners living in Canada, United States, other countries. 
—Mr. Fraser. 

2. Fire and marine insurance placed or renewed with underwriters during 
1930.—Mr. McGibbon. 

3. Number of employees on the payrolls, divided between employees in 
Canada and employees in United States—-Mr. Fraser. 

4. What is the operating ratio of the Chateau Laurier compared with what 
it was before the enlargement ?— (8-year period) —Mr. McGibbon. 

5. What are names of firms from which radio equipment is purchased by 
the Canadian National Railways? (1929-30). (See evidence for answers).— 
Mr. McGibbon. 


Discussion in connection with marine insurance, Pacific, Atlantic and West 
Indies’ service. 
f 
Question by Mr. Chaplin answered, re present and ultimate investment in 
hotels now being constructed or under way. 


Discussion re Canadian National bonds and securities. Charts distributed 


‘to the Committee showing trend of yield. 


Rules and regulations of Pensions Department distributed, in response to 
request at previous meeting. 


By permission of the Committee Mr. Hackett asked several questions, which 
were answered. Also made some corrections in his evidence of prior date. 


Statement of estimated financial requirements for 1931 taken up. 
Some discussion on Sunnybrae-Guysborough Railway. 


It being one o’clock the Committee adjourned to meet again at 4 p.m. 


30312—14 


MINUTES OF PROCEEDINGS 


AFTERNOON SITTING 


Owing to a division in the House the Committee could not secure a quorum 
until 4.30 o’clock. Hon. Mr. Chaplin, the Chairman, presided. 


Members present: Messrs. Beaubien, Bothwell, Cantley, Chaplin, Duff, 
Euler, Fraser (Cariboo), Gray, Hanbury, Hanson (York-Sunbury), Heaps, 


Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion and 4 


Rogers.—16. 


Statement of estimate of financial requirements again considered. Discussion 
re expenditures on railways and Montreal Terminals; also respecting hotel in West 
Indies. 


Some discussion re Northern Alberta Railways. 


It being six o’clock the Committee adjourned to meet again at 11 o’clock, 
tomorrow—Wednesday. 
E. L. MORRIS, 
Acting Clerk of the Committee. 
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MINUTES OF PROCEEDINGS 


Room. 368, 
House oF COMMONS, 
Tugspay, June 23, 1931. 


The Select Standing Committee on Railways and Shipping met at 11 


o'clock a.m. Honourable J. D. Chaplin, Chairman, presiding. 


The Cuarrmman: The Minister of Railways and Canals will not be here 
for a few minutes, but in the meantime we will go ahead with the work. 


Sir Henry THornton: Mr. Chairman, Dr. MeGibbon asked a question 


at the last meeting in regard to fire and marine insurance placed or renewed 
_ with underwriters during 1930. 


The fire insurance placed or renewed amounted to $9,912,000. Premium 


. phd on that insurance, $26,927.22. Marine insurance, amount placed $11,500,- 
000; premium paid, $153,770.08. 


Mr. Fraser asked the number of pensioners living in Canada or the 


~ United States and other countries. The answer is: Pension cheques mailed to 
pensioners in Canada to 2,900 individuals; to pensioners in the United States 
(who were formely employed on our American lines) 336 individuals; to pen- 


sioners in the United States (who were formerly employed on our Canadian 


- lines) 119 individuals; to pensioners living in other countries, 25 individuals. 


Mr. Fraser asked the number of employees on the pay-rolls, divided between 


employees in Canada and employees in the United States. The answer is that 


E the average number of employees on the Canadian National Railways system, 
including hotels and the Central Vermont Railway, for the year 1930, was 
_ 102,773. Of that number there were employed on Canadian lines, including 


hotels, 90,510; and within the borders of the United States, 12,263. 
Dr. McGibbon asked, What is the operating ratio of the Chateau Laurier 


— compared with what it was before the enlargement? The answer is that the 


“new wing was opened in March, 1929, and the operating ratio for the eigh# 
years, excluding extraordinary alteration expenses charged to operation, is as 


- _follows:— 


O02 oer ae te OO per cent lO272 =~, S70°20 per cent 
1934. =. ,..90-14-per centl928:... ........ 76:69 per cent 
peo eee tor oo per cent 1929.2... 3 3835: 96 per cent 
$926 e.g. (0° 99° per centl930.... 2. 2. 2.83°18 per cent 


The ratio for the eight years under consideration is 83-28. 


Dr. McGibbon also asked this question: What are the names of firms from 


~ which radio equipment is purchased by the Canadian National Railways? 


— The.answer is: During the years 1929 and 1930, radio equipment and sup- 


plies, and repair parts, were purchased from the following firms: 


Northern Electric Company, of Montreal, manufacturers of radio equip- 


ment. Our purchases from this firm consisted of broadcasting equipment, 
e including public address systems for hotels, and other equipment used in 
~ broadcasting ‘stations, also vacuum tubes, microphones, etc. 
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Canadian General Electric Company, of Montreal, manufacturers of radio 
recelving equipment. Our purchases consisted mainly of charging equipment 
for charging storage batteries for battery equipped radio sets. 

Canadian Marconi Company, Limited, of Montreal, manufacturers of radio 
equipment. Our purchases consisted of three complete radio receiving sets for 
the Canadian National Steamships, also radio tubes and repair parts for broad- 
casting equipment. 

Victor Talking Machine Company, of Montreal, manufacturers of radio 
equipment. Our purchases consisted of twelve sets of radio receiving equip- 
ments in 1929 and twenty-four sets in 1930, including cabinets in rough. 

Stromberg-Carlson Telephone Company, of Toronto, manufacturers of 
radio equipment. Our purchases consisted of ten sets of radio receiving equip- 
ments in 1929, and six sets in 19380, and did not include cabinets. 

The Hart Battery Company, of Montreal, manufacturers of storage batter- 
ies. Our purchases consisted of batteries for receiving sets on passenger cars. 

The Canadian National Carbon Company, of Toronto, manufacturers of 
dry cell batteries. Our purchases consisted of radio batteries and tubes 
for receiving sets. 

The Canadian Brandes, Limited, of Toronto, manufacturers of radio head 
sets. Our purchases consisted of ear phones for radio equipment for passenger 
cars. 

The Ferranti Limited, of Toronto, manufacturers of electrical equipment. 
Our purchases consisted of transformers for broadcasting equipment. | 

The Carter Radio Company, of Toronto, manufacturers of radio equipment. 
Our purchases consisted of radio plugs. 

The Electric Specialty Manufacturing Company, of Stamford, Connecticut, 
manufacturers of electrical appliances and radio equipment. Our purchases 
consisted of dynamotors made specially for use in connection with receiving 
equipment used on our trains. These equipments are not manufactured in 
Canada. | ; 

The Aerovox Wireless Supplies, Limited, of Brooklyn, New York, manu- 
facturers of radio equipment. Our purchases consisted of special condensers 
for use in connection with train receiving equipment and which are not manu- 
factured in Canada. 

Payette and Company, Limited, of Montreal, radio dealers. Our pur- 
chases consisted of a few sets of ear phones, not elsewhere obtainable as manu- 
facturers had discontinued making them. 

The E. W. Playford Limited, of Montreal, wholesalers of electrical appar- 
atus. Our purchases consisted of a special radio analyser handled exclusively 
by them. 

The T. C. Darling Company, of Montreal, authorized dealers for Strom- 
berg-Carlson Telephone Company, manufacturers of*radio receiving sets. Our 
purchases consisted principally of repair parts for Stromberg-Carlson sets. 
They gave us the same price as we were able to obtain direct from the Strom- 
berg-Carlson Telephone Company. ‘There will be no further orders of this 
nature as we now handle our own radio repairs. Purchases from this firm in 
1929 amounted to $165, and in 1930 they were nil. 

I will hand this information to the reporters. 


Hon. Mr. Evter: In connection with premiums on Marine insurance, on 
the railways you carry your own insurance altogether. Have you thought of 
applying the same principle, carrying your own insurance on your vessels, as 
you do on the railways. 

Sir Henry THorntTon: We do. 

Hon. Mr. Ever: You speak of premiums. 

Sir Henry THornton: A certain proportion is put out to Underwriters, I 
mean the larger risks. 
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Hon. Mr. Euter: Do you carry your own insurance there as you do on 


_ your railways. 


Sir Henry» THorntTon: Let me correct that, Mr. Euler. Practically all of 


_ that Marine insurance is on the Pacific coast boats. 


Hon. Mr. Evurr: And that is carried by private insurance companies. 
Sir Henry THorntTon: We carry out the first $200, 000 ourselves and farm 


~ out the balance. 


Hon. Mr. Euuer: Why vary the practice. 

Sir Henry THornton: Well, because we do not care to jeopardize the 
insurance fund, in the event of a very large risk or a very large loss. We do 
hot mind carrying losses in our own insurance fund up to, say, $300,000; but 
if a boat should become a total loss we do not want to carry that risk in our 
own fund. That is, in a measure, re-insurance. 

Mr. Durr: A very wise thing. 

Mr. Fraser: I understood the other day that you made a clear line of 

division as between your coastal service and your triangular service. I under- 
stood you to say that you had an idea or intended to give out the insurance 
on your triangular service. Was that correct? 
_ Sir Henry Tuornton: No, this is all the same thing. We are to-day run- 
ning vessels in what is known as the triangular service, that is, vessels which 
call at Vancouver, Seattle and Victoria. They started, I think, this year, maybe 
last year; but there is no line of demarcation. If I gave you that impression 
I did it unwittingly. There is no line of demarcation between what is called 
the triangular service and the general coastline service. The triangular service 
is a part of the general coastal service. It is called the triangular service as a 
sort of trade name. 

Hon. Mr. Evuer: In your regular Merchant Marine, which I think consists 
of between thirty and forty vessels, do you carry that yourselves or not. 


Sir Henry THornton: Yes, we carry that ourselves. 

Hon. Mr. Ever: That applies also to the new West Indies service, does 
it, those new boats. 

Sir Henry THorNTON: Yes. 

Mr. Durr: You set aside a certain amount every year, which you credit to 
an insurance fund. 

Sir Henry THorNTON: We pay the premium to ourselves. 

Mr. Durr: You set aside a fund. 

Sir Henry THORNTON: Yes. 

Mr. Durr: Exactly. We decided that some years ago. 

Sir Henry THorRNTON: Yes. 

Hon. Mr. Evtrr: Are the rates greater on the Pacific Coast? 

Sir Henry THornton: We have more expensive vessels. It is a little 
difficult to say whether the risk is greater or not. At certain times of the year 


there are serious fogs, heavy fogs, in some of the inland routes that some of 
our vessels follow; the rights themselves are narrow and tortuous. 


Hon. Mr. Evuter: And the rates are correspondingly high. 
Sir Henry THornton: I hope so. 


Mr. Frasher: Is the premium paid for Marine risks on the Pacific greater 
than on the Atlantic for a similar service. 
Sir Henry Tuornton: I have no way of making comparison, but my 


guess would be that they probably are. I may be wrong in that. 
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Mr, MacMitiaAn: What is your basis of arriving at insurance that you 
place on vessels; is there any set basis. 

Sir Henry THornton: It is largely a matter of judgment. For instance, 
we carry risks in our own fund up to $300,000; When we get beyond that we 
put it outside, because if the loss should be a total one we think it good judg- 
ment not to jeopardize our own insurance fund by that amount. 


Mr. MacMintan: That is just an arbitrary amount. 
Sir Henry THornton: That is so. 
Mr. Durr: Every insurance company does the same thing. If they get a 


larger amount than they think they can carry then they give it to other insur- — 


ance companies. 

Sir Henry THornton: The same as in life insurance, I believe. 

Hon. Mr. Eviter: But they are not owners. ; 

Mr. Durr: It would not be wise to carry the whole thing themselves. 

Sir Henry THornton: May I go on gentlemen, There was a question 
asked by Mr. Chaplin, and the question was: What the present investment was, 
and when same is all completed, what the ultimate investment is to be in the 
hotels that are being constructed or under way. I will hand this in to the 
official reporter; but, for the purpose of this committee you will probably just 
want the total. The total as of December 31, 1930 is $26,354,778. 

The estimated cost to complete hotels now under construction is $9,538,606, 
and that means that the total estimated investment on completion in hotels will 
be $35,893,384. 


INVESTMENT IN HOTELS AT DECEMBER 31, 1930, ESTIMATED COST TO COMPLETE 
HOTELS UNDER CONSTRUCTION AND ESTIMATED TOTAL 
INVESTMENT WHEN CONSTRUCTION COMPLETED 


Estimated 

Capital Estimated 
Expenditure investment 

Investment Jan. 1, 1931 on 
Name Location Dec. 31, 1930 to completion completion 
Pictou Lodge .. Vie EICtOugeNAS. $ 200,883 $ $ 200,883 
Nova Scotia .. SELATAN es 2,358,418. 182,682 2,541,100 
Chateau Laurier.. .. Ottawa, Ont. 8,535,864 145,000 8,680,864 
Fort Garry. .. Winnipeg, Man. 2,890,206 2,890,206 
MacDonald .. Edmonton, Alta. 2,224,852 2,224,852 
Prince Arthur . Port Arthur, Ont. 1,176,921 Et 76924 
Prinee Edward . DL sis sai BP ano nee. Mais 519,813 519,813 
Jasper Park Lodge .. ..easper, Alta. 2,539,154 2,539,154 
Minakt: Dodge. tsa. 2), . Manalky, Ont: 1,091,354 1,091,354 
Grand Beach Hotel.. .Grand Beach, Man. 417.107 417,107 
Nrpigon Lodge *.. 2. .. Orient Bay, Ont: 37,639 37,639 
Highland Inn Camp .. Algonquin Park Ont. 182,491 182,491 
*Canadian National.. .. Charlottetown, P.E.I. 689,460 166,540 856,000 
*The Bessborough .. .. ..Saskatoon, Sask. 510,221 3,232,779 3,743,000 
*Canadian National .. .. .. Vancouver, B.C. 2,980,395 5.811.605 8.792,000 


$9,538,606 


Lotaliay .. $26,354,778 


$35,893,384 


Hotels in operation .. 


borin re, ay arian abate $22,174,702 
*Hotels under construction .. . 


4,180,076 
$26,354,778 


I think it was Mr. Heaps who asked for information with respect to the 
trend of the yield on Canadian National bonds and Canadian National securi- 
ties guaranteed by the government. It is a little difficult to answer that ques- 
tion in a form which will convey the information desired; but Mr, Grant, our 
financial Vice President, has prepared a series of charts which show the yield 
in the column on the right and left, and the price, and week by week from April 
Ist, the market value in yield of those different securities that is represented by 
a series of charts, which I think, is about the best way to explain the situation. 
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- Mr. Heaps: What years have you got there, Sir Henry. 

Sir Henry TuHornton: That is from April Ist to June 19th, 1931. These 

‘charts show the trend of yield as represented ‘by the market price of those 

ponds. That is to say, that represents, as far as the market can represent, the 

opinion of the public as to the relative value of the two classes of securities. 

Have I made that clear, Mr. Heaps. 

aA Mr. Hears: Yes, but I thought you were going to give us the information 

a for a longer period than you have given us here on the charts. 

ies Sir Henry THorNtTon: Well, I suppose the only reason that that was done 
was because of the labour involved and the difficulty and time it would take 

to go back over a period of years and collect the data. Is that right, Mr. Grant. 

Mr. Grant: It was just a question of giving the present market com- 


parisons, Mr. Heaps. : 
- Mr. Hmars: Did you do much financing in the period as shown in the chart 
Pier Here. . 
_ Mr, Granr: Not in that period, no sir. 
= Mr. Hears: Then it would not give the comparison I am asking for. 
> Sir Henry Tuornton: That represents the estimate that the public has 


expressed, or as expressed by the public, as to what the public thought of 

_ -them. If there is anything else you would like, or anything else you can 

suggest, we will try to get it for you. 

Mr. Hears: The purpose of my question was to find out if it was pos- 

_ sible to borrow money cheaper than you have been doing under the present 

system. 

ee Sir Henry Tuornton: If you take the period subsequent to April 1, 
you will observe that on May 6 there was a considerable drop on vield of 

Canadian government bonds and that continued until May 27, and then it ran 
along fairly level. If you will take the Canadian National securities there 

was a continued drop till May 6, and then from that time onward a steady 
increase in both yield and price. 3 

I would like to get you the information you want; but it is a little hard. 

However, if you will say what you want we will try to get it for you. 

Mr. Hears: All I was asking for was to find out if it would be possible 

to borrow money cheaper with the government doing the borrowing than the 
Canadian National. 

Sir Henry THornton: Mr. Grant follows this thing almost day by day 
and has done so for several years, and I think perhaps he could give you an 
answer to that question to the best of his ability based upon his experience. 
Could you do that, Mr. Grant? 

Mr. Grant: As I stated at the last meeting, Mr. Heaps, you cannot 
compare a government issue with an issue of the Canadian National unless they 
are issued at the same time and practically under the same terms and conditions. 

I stated at the last meeting that a direct government bond would sell at a better 
- price than a Canadian National guarantee bond. 
; Hon. Mr. Manton: You stated one-tenth of 1 per cent. 

Mr. Grant: Approximately. I have prepared a chart there of four different 
bonds, Dominion government, 44 per cent bonds as compared with three Cana- 
dian National 44 bonds. Now, take the third one on your sheet there, the third 
; chart, that is Dominion government 1956, maturing 1956, 43 bonds, and then 
compare our 44 per cent bonds which are due in February, 1956. That is about 
___as close a comparison as you can get. | 
e Mr. Hears: One is 4:42 as against the same period of 4-21. 

Mr. Grant: No, take Dominion Government 1956. That is the third chart. 
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Sir Henry THornton: Just show Mr. Heaps the few sheets there which 
you are comparing. 


Mr. Grant: ‘The third chart, that is 45 per cent Government Bond, it is 
selling at 1024 June 19, a yield basis of 4-33; Canadian National bonds due 1956, 
the same year, is selling at 102+ or 4-35 basis. . 


Sir Henry THorntTon: 1014, 1956, Canadian National. That is the second 
to the last chart. 


Mr. Grant: 1024. 
Mr. Heaps: It is 4-35, 1024 as against 1004. 
Mr. Grant: That is the comparison there. Take the last date we have there. 


Hon. Mr. Euuter: That hardly corresponds with your opinion that the dif- 
ference is one-tenth of 1 per cent. That comparison you make is a bond, or on 
bonds, with the date of issue the same and the date the same. 


Mr. Grant: Quite right. 
Mr. Euter: That is about the only comparison you can get. 


Sir Eveene Fiser: In connection with your last Canadian National issue, 
1956, 1024, 435 and Dominion government 1956, 1024, 453 yield, were these bonds 
guaranteed? 


Mr. Grant: Yes, sir. 

Sir Henry THornton: They are guaranteed by the Dominion government. 
The CuHairmMan: Are there any other questions? . 

Sir Eucens Fiser: Have you provided a sinking fund here? 


Mr. Grant: I said the other day that we had no sinking fund in these bonds 
that were guaranteed by the government, and the recent issue. I made that state- 
ment, Mr. Fiset. : 


Mr. Heaps: It appears to me from these charts that the difference in 
the borrowing powers or capacity of the government and the railways is 
approximately half of 1 per cent. I am taking that second last sheet, Canadian 
National 44 bonds, February 1, 1956. 


Mr. Grant: “Yes. 
Mr. Heaps: Showing 1014. 
Mr. MacMinuan: They all show 1014. 


Mr. Hears: I take your third sheet, Dominion Government Conversion 
Loan, June 1, 1956, a fraction below 102. 


Mr. Grant: Dominion Government loan 1021. 

Mr. Heaps: It is less than 102. It is between 1013 and 102. 

Mr. Grant: Yes. | 

Mr. Huaps: That means a little less than 102. 

Mr. Grant: That is a quarter less. 

Mr. Heaps: Here you have 1014, so that I say the difference is about 
half of 1 per cent. I am Just stating what is shown on the charts here. 

Mr. Grant: I do not just see where you get the half of one per cent. 

Mr. Hears: What do you estimate as being the difference in borrowing 
capacity in the two corporations? 

Mr. Grant: I have stated there was a difference last year of -10 per cent. 
Mr. Heaps: You still retain that figure? 


Mr. Grant: The different maturities will make a different yield on those 
bonds. That is a shorter term bond. Take, for example, that short term bond 
on the first 1944 there. The 4-27 basis, it is selling against our 4°35. There 
is a difference of -19. 
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a Mr. Hears Well, Mr. Grant, am I to accept it as being your opinion that 
one-tenth of one per cent would be the difference approximately between the 
~ government borrowing and the railway borrowing capacities? 

Mr. Grant: I would not say that. I would say the same bond is selling 
on a basis of approximately that; but the point I am trying to make, Mr. Heaps, 
ig that the Dominion Government bond, their last issue $100,000,000 was a 4 
per cent coupon. It was put out in October, 1930. You cannot compare that 
price of that day with the bond that we put out in February which was a 44 
per cent coupon. It is not comparable. 7 

Mr. Durr: A great deal depends on the financial efficiency of the cor- 
poration. | 

Sir Henry Tuornton: I do not think so, Mr. Duff. I think what the 
purchaser of a bond looks at is the security of the bond. 

Mr. Durr: I thought you were giving the value of it in this chart? 

Sir Henry Tuornton: All these bonds of ours are guaranteed by the gov- 
ernment, in fact, they are the same as a government bond although there might 
be a slight disparagement against our bonds. 

Mr. Durr: The market value is determined by the condition of the cor- 
poration. 

Sir Henry Tuornton: There are otherfactors which enter into it which 
are of some importance than the state of our earnings. 

Hon. Mr. Evter: I think the only factor that enters into it is the responsl- 
bility of the government in both instances. 

“Sir Henry THornton: I think that is a fair statement. 

Hon. Mr. Evter: If your corporation cannot pay the interest on those bonds 
~~ the government pays it. 

Sir Eugene Fiser: Canadian National bonds are a second mortgage, while 
; Dominion Government bonds are a first mortgage. 

a Sir Henry THornton: The main factor is the condition of the money 
market at the date of issue. 

Mr. Hears: What I am trying to get at is quite obvious, if there could be 
any saving by the Federal Government handling these bonds I would like to 
see that money saved to the Canadian National system. 

Sir Henry THorNTon: The only answer I could give you to that would be 
to rely on the experience and judgment of Mr. Grant who, as I say, specializes 

on these things almost day by day. It would be very difficult to get any set 
cf statistics or charts which would definitely prove that one way or the other. 

I would personally a good deal rather rely on his opinion than a set of charts. 

Hon. Mr. Evuter: At one time the government itself made the direct issue 

- and it was later transferred to the railways. : 

Sir Henry Tuornton: I don’t know anything about that. 

Mr. Grant: Before the amalgamation I understand that the government 
made direct advances in cash to the railway. 

Hon. Mr. Manion: That is true. This $604,000,000 is an instance. It was 
advanced by the government at various times from 1911 on. 

Sir Henry Tuornton: The question Mr. Heaps is asking is directed to the 
question of which method will save to the Canadian National and to the 
Government of Canada as a whole the most money. 

Mr. Hears: It is quite obvious. 

Sir Evcenr Fiser: Loans from the treasury were made to the railways. 
They were provided for even last in the estimates. You have a proviso in the 
issue of your loans that the amounts of certain rates could be advanced direct 
_ through the treasury. That was the first item in your estimates. 
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Hon. Mr. Manton: Yes, but it was not done between 1919—I had the 


figures here some little time ago—and 1923. There was quite a good deal cf 


money advanced in cash then.. Then from 1923 to date there has been very 
little adavnced in cash. As I say, I had the figures here recently. I do not 
wish to give them from memory, although I think I could; but the only money 
that has been advanced, so far as my recollection goes, by the government in 
cash was $604,000,000 which is in the balance sheet, and that was advanced 
between 1911 and 1930. Then the balance of the government account is entirely 
made up of interest or of government railways which they have handed over 
to the National Railways to administer. I do not think the government has ever 
issued straight bonds, except to guarantee them, and I presume the reason is 
because the hope was there that ultimately the railway would carry the interest 
itself, 
Sir Henry THornton: The one idea being that the state of the railways 
might be such as to enable them to guarantee without government guarantee. 


Hon. Mr. Manion: That is what I mean. 

Sir Henry THornton: Mr. Heaps, I want to give you everything we can. 
Mr. Hmaps: I appreciate all you have done in this matter, Sir Henry. 
Hon. Mr. Euter: Mr. Chairman, it seems apparent that the government 


can borrow just a little more cheaply or more to the advantage of the country 


than the railway issuing their own bonds direct. If that is true, would it be 
worth while, or are there any great objections to giving consideration to the 
advisability of the government doing the borrowing. There may be some objec- 
tions, I don’t know. 

Hon. Mr. Manton: There is a representative here of the Finance Depart- 
ment who might possibly give the committee a suggestion in that regard. 


An hon. Memper: After all, it is a matter of government policy. 


Mr. Roserts: It is entirely a matter of government policy. When we,have 
surplus funds, under the statutory authority, we have made temporary advances 
to the railway. We try to operate as economically as possible in that respect. 
The other question is one of government policy. As Mr. Grant says it could be 
done much cheaper. 

Sir EuceNne Fisnr: Could you tell me if this year you have provided in Bill 
79 for the government to advance loans to the Canadian National. 


Mr. Roserts: Only temporary. The provision is that the railway can use 
the government guarantee; but if we should be able by reason of market condi- 
tions to tide the railway over a difficult period, why, we would have authority to 
assist it in that manner. But the idea is that guaranteed securities will be issued. 


Sir Eucene Fisrer: It is a change in the system. 


Mr. Roperts: No. I might explain to the committee the change in the 
system was brought about by reason of the fact that railway supply is not a part 
of government supply. It is aid to a corporation, therefore, it has really no place 


in the supply bill which is aid to His Majesty directly and, for that reason, prac- 


tically the same provision that grew up under the old Act has now been embodied 
in those two statutes, one giving the railway authority and the other giving the 
Dominion authority to guarantee those bonds. One now takes its place in the 
statute rather than in an estimate. 


The Cuairman: I hope Mr. Roberts’ statement will not start a political 
controversy on the whole question of government and railway loans. These 
charts, as I take it, show this, that where you can make a close examination there 
is a slight amount in favour of the government borrowing. Before the committee 
rises, I will ask them to put a sentence in their report covering any recommenda- 
tion they may want to make in regard to this matter. 
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Sir Henry Tuornton: At the last meeting, I think it was, a request was 

- made that the rules and regulations of the Pensions Department be distributed. 
ee have had those sent up and they will now be distributed to the members. 

g There are no further questions to answer, Mr. Chairman, of which I have 

knowledge. 


Hon. Mr. Manton: Just one little point I suggest for the information of the 


~ committee; Mr. Grant, would you mind giving to the committee the amounts of 
- money and the amounts of government guarantees starting at 1919 right up to 
- date, just putting it on the record, taking the two periods, say, from 1919 to 1923, 
and then from 1923 to date. The reason I take those two periods is because 1923 
was the year of consolidation. 


Mr. Grant: You want the total of cash advanced and the total guaranteed. 


= Hon. Mr. Manton: Yes, and put them on the record. It will be interesting 
_ to the members to have that information. 


Eo Mr. Hackett: © May I refer to a correction to which I made reference the 
- other day. Page 56 is so reported as to place misstatements in the mouth of the 
tess Mr. McLaren, and to put things into my mouth, which I did not say. 
I have made the correction, and with your permission, I will hand it to Mr. 
gS McLaren and ask him to verify its accuracy so that it may go into the record 
eof this day as a correction. 


~The CuHainMaAn: I am sorry that such a thing should have occurred. We 
< will try and get the correction made. 


ag _ Mr. Durr: Mistakes will happen even in the best regulated.families. 


Mr. Mclaren: Mr. Hackett, was it just the one item about the public 

Ss ‘debt? 

P.. Mr. Hacxerr: In ine first place, the word “ debit” is used instead of the 

- word “deficit,” and then where I asked with regard to deficits since a cer- 

_ tain date I am reported as asking “ up to a date,” the information was available 

4 os up to a date. Then the most gross error was in the last question, the answer to 

a Bene last question, wherein I am reported as having said “and that is after 

_ deducting interest only on the funded debt to the. public and disregarding 

_ interest on amounts owing the government.” You see, your answer there makes 

it appear that all interests on all liabilities had been paid, which is not the case. 

a. Mr. McLaren: No, I am sorry I misunderstood your question. My answer 
should have been that the $111,272,315.57 is after deducting the interest on the 
_ funded debt of the railway held by the public. 

Mr. Hackett: Only. 

=. Mr, McLanen:. Yes. 

Mr. Hacxerr: Without any allowance for the $604,000,000 owing to the 

government and without taking into consideration some of the other liabilities. 

i Mr, McLaren: Correct. 

Sir Henry Tuornton: Are you and Mr. Hackett now in accord? 

% Mr. Hacxerr: We have been in accord throughout. The only difficulty - 

was that we may have been talking a little rapidly, and it was at the end of a 


ee session and the reporter, possibly due to some mumbling on my part did 
_ not report me or Mr. McLaren accurately. 

_ Sir Henry Tuornton: Well, then, we have got that clear, I think. Is it 
~ your wish, Mr. Chairman, that we should proceed with the statement of esti- 
- mated financial requirements, resources and capital expenditures for the year 
ending December 31, 1931? 


TABS SEMAN: Yes. 
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Mr. FAIRWEATHER: 


CANADIAN NATIONAL RAILWAYS 
STATEMENT OF ESTIMATED FINANCIAL REQUIREMENTS, RESOURCES AND 
CAPITAL EXPENDITURES FOR THE YEAR ENDING DEC. 31, 1931 


Net income requirements aiter interest «(Exit bi te Ae ya en an roe tis hats ee $31,367,882 56 
Other financial requirements— 
Retirement of capital obligations including sakes fund and equipment 


principal payments (Exhibit “D” a 9,299,613 44 
Acquisition of securities of Canada West Indies | Hotel ‘(Exhibit “B”) bs 150,000 00 
Net financial: requirements;. .. 9... ..°. vgs SOs ccuare $40,817,496 00 


Mr. Durr: Do we not take them up item a item? Had we not better do 
that? Why read them all off and then go back? 


The CHarrMAN: We will go through each page and then go back and clean 
it up. We will go back to the individual items. 


Mr. FAIRWEATHER: 


General additions and betterments less retirements ae Sot Yae8 asia ta $20,604,663 00 
Discount on securities to be issued (Exhibit ‘“Q”) sn Sue tuhhts Gp ese sees 3,500,000 00 
Proposed new equipment issue series “ ‘M” (Exhibit ‘ R’ aie 2p Le kes Oe aa eater he LO OO Oe me 
$68,861,359 00 

Less’ to. be provided out ob CV Ry. Ine: Working Capitalae sien ese ee eee 361,359 00 
Net: requirements: to: be -voted {for 1031): Se. a eee ee $68,500,000 00 


Eastern Lines Requirements— 
Government Contribution Maritime Freight Rates Act 


(Heahi bites. ons ea REMC lay rte yin dey I Cause VILLAR Tae 18! 
Deficit from oper ation ‘(Exhibit FE PS ae en en eee ge cee eee Loser een) 
- - 9,082,488 00 
Rotipment:. Trust'Serres M7 CH xhi bit. Wer jit meer te arta inca a eae ere one eS 11,100,000 00 
Authorized by Statute— 
Branch lines (Exhibit “U’’) Te a ee irae hy: STIMU A TN ALST 
Toronto viaduct, ch. 46, 20-2] Geo. pave 1930 Jy es oe a er nee 2,550,000 00 
Montreal terminals, ch. 12, 19-20 Geo. Wi O29 Seen AP 8,000,000 00 
St. John & Quebec ‘railway purchase, ch. 17, 19-20 ‘Geo. Vv, 
AS BAD ac : Be 250,000 00 
Northern Alberta railways, ch, 48, 19-20 Geo. hia 1929 .. 176,486 00 
15,526,486 00 
Total. net. requirements ys Ook cele ance k eee nee eeepc eee ae eke ene eis $104,208,974 00 


Mr. Fraser: When was this estimate prepared, how long ago? 

Sir Henry THorNToN: Well, of course, we have been working at it ever 
since the latter part of last year. We began along in November to gather the 
information with respect to the estimates for the year, and we tried to get it in 
final shape after consultation with the Minister, and the approval of our boards, 
and so on, in time to be presented to Parliament. 


Mr. FarrweatHER: Of course, it has been revised from time to time. I 
think it was finally approved by the directors some time early in April. 

Sir Henry THorNtTon: Of course, we started mind you before the end of 
the year. Then about the first of the year we thought that certain such figures 
were safe; but the business situaticn and the earnings of the company went 
from bad to worse, and an estimate that was made to-day was not any good 
to-morrow. Things changed with such rapidity and finally, somewhere along 
early in April we had to settle down and had to take a chance on something 
and then this estimate was at that time presented. 

Mr. Fraser: What I had in mind was this, Sir Henry: The total require- 
ment you are asking for is $104,000,000. With the experience you have ‘had, 
with six months behind you, is that considered to- day all that you will require? 

Sir Henry THornton: No, I do not think so, excepting I think it is only 
fair to say this: although it may appear a somewhat slender reed to lean upon 
we have been considerably disappointed—and I think all railway executives on 
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the North American continent have been equally disappointed—with the trend 
_ of business since the first of the year. We thought that last year would repre- 
_ sent the minimum of gross revenue but unfortunately month by month we have 
- shown decreases in gross revenues as compared with the same period last year. 
= Now, the thing that I wanted particularly to refer to which may conceivably 
give us a better second half for the year than we have during the first half— 
~ and I will not put it on a higher plane than to say it conceivably may—is the 
~ recent statement by the President of the United Sates in regard to a moratorium 
for a year in international obligations. The moment that statement came out 
there was a favourable effect on stock markets in practically every market 
throughout the world. The gesture, if one may call it such, was received with 
enthusiasm and with considerable rehef in all countries. Important economists 
- have been telling us almost month by month that we have reached the bottom, 
although each succeeding month led us to believe that perhaps we had not 
reached the bottom, purely an estimate. Anyway, for what it is worth Mr. 
Babson, who is an authority upon such subjects, said recently he was satisfied 
and would pledge his reputation that we had reached the bottom.’ Now, there 
comes this quite momentous statement of Mr. Hoover’s with respect to the 
attitude of the United States in regard to financial obligations, and it has been 
_ generally accepted in all countries except possibly one or two. It may be that 
is just the thing that is needed to start the business of the world back on the 
~ road towards a normal condition. Personally I think it is a fair bet that it may 
be. Of course, that proposal has not yet been definitely approved by the Con- 
_ gress of the United States. It has not been definitely accepted by all countries; 
but, at the same time, the mere suggestion of such a proposal has certainly had 
an immediate and favourable effect upon business throughout the world, and 
‘it is quite within the limits of possibility that we may find a better last six 
- months or second six months of this year than we had during the first six 
months. But if things continue as they have been going on for the last six 
months, there is no use kidding ourselves that this estimate which was prepared 
_in April and represented the best of our judgment, and perhaps the best judg- 
ment anybody could bring to bear, that that estimate is going to be sufficient. 
It is not. If things continue we are likely to require an additional $10,000,000. 
: Mr. Hackerr: If your total required were brought down to date by what 
amount would it exceed the $104,208,000 which is mentioned at the bottom of 
the first page? 

Sir Henry THorNTON: Well that is not a question which is easily 
answered, Mr. Hackett. We are making every effort to-day—and I say to-day 
because recently we have all been hoping that things were going to be better; 
there was some evidence that things might be better. But we are to-day making 
every curtailment of capital expenditures which can possibly be made notwith- 
standing this estimate. In other words, if this estimate were approved to-day 
we who are charged with the responsibility of capital expenditures of the Cana- 

dian National Railways would not spend that money if we could possibly avoid 
- doing so. | 

Now, there are certain statutory expenses to which we are committed such 
as these branch lines and so on which are enumerated at the bottom of the 
sheet. And there are certain obligations that we have entered into with the 
- government with respect to the relief of unemployment. The government last 
autumn undertook to so save the railway companies, if you like to call it such, 
for their interest, the interest: to. be charged on capital expenditures which might 
conveniently be started immediately for the purpose of the relief of unemploy- 
ment. That represents a definite understanding with the government and the 
government is, you may say, holding the bag as far as the interest charges are 

mcerned for a certain period. 
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The whole point is this, that if quite irrespective of this estimate—and, — 
after all, we have got to present some kind of estimate, we have got.to decide — 
on some kind of a course—notwithstanding this estimate, if that estimate is 
approved it is the intention of the railway company to curtail capital expendi- 
tures in every conceivable way within the limit of our ability to do so. I do | 
not know just offhand how far we can go. That is engaging the attention of 
the proper officers of the company at this moment. 

Mr. Hackett: Is it your opinion that if the requirement were brought 
down to date that $15,000,000 of additional money would be adequate to have 
in excess of the $104,000,000. 

Sir Eugene Fiser: He said $10,000,000 a moment ago. 

Mr. Hackett: JI said $15,000,000. 

Sir Henry THoRNtTON: Well, I should think that $10,000,000 would be the 
fizure I would name. As a matter of fact, the mathematical figure is about 
$15,000,000 and I am hoping we can squeeze another $13,000,000 somewhere — 
between now and the end of the year. So I would say that $10,000,000 is as 
near a guess as can be made of these things. The way things are going to-day, 
with conditions that confront us, even the most experienced person cannot do 
any more than make a guess at it. 

Hon. Mr. Manton: Do you mean $10,000,000 for the six months or for the 
full year. 

Sir Henry THorNton: For the full year. I am talking of the whole year. — 

Mr. Hacxerr: By my question I intended not to go beyond the require- 
ments as we know them to-day. 

Hon. Mr. Manion: In other words, how far are you beyond your estimate 
at the present moment. 

Mr. Hacxert: Yes, and I understood that you were about $15,000,000 out 
at the present time. . 

Sir Henry THorNtToN: I am afraid, Mr. Hackett, I cannot segregate any 
six months. I want to answer your questions, I know they are seriously put and 
I want to answer them seriously. 

Sir Evcenr Fiser: Is it not a fact that in making your estimate for your 
requirements for the present year, that is, 1931-32 you have estimated $104.- 
000,000, but your own estimates were nearly $13,000,000 over and’ above that 
sum; but you have asked the government only to provide jor $104,000,006. 

Sir Henry THORNTON: Oh, no. 

Sir Eucene Fiser: You just suggested a moment ago that if things go on 
as they are you will want $10,000,000. 

Sir Henry THorntTon:-. Not thirty. 

Sir EuGENE Fiser: 1 said $13,000,000. 

Sir Henry THorntTon: Iam sorry. Well, if anybody can guess this closer 
than between $10,000,000 and $13,000,000 they will make a fortune on the stock 
market. . 

Hon. Mr. Manion: I think you are misunderstanding each other a little. — 
It is deficit on interest to the public. In other words, they estimated when they 
put in this estimate that they would be $31,500,000 short this year on their 
interest to the public. In other words, they took practically the figure that they _ 
were short last year, 1929, but instead of that the gross earnings are going down ~ 
month by month; they have gone down $5,000,000 a month. The result is that — 
the net earnings naturally will be less, and they figure now instead of $31,000,- 
000 in all probability it will be $41,000,000 that they will be short on their — 
interest to the public. é 
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Sir Henry THornNtTonN: The Minister is exactly right in that statement. 
May I just say this, that, of course, in making up this budget one of the 
factors that we have got to estimate upon is how much money we are going to 
have at the end of the year to apply on the interest of the funded debt in the 
hands of the public and that is entirely an estimate, and that estimate in turn, 
- when vou get down to brass tacks, depends upon how much your gross revenue 
is going to be for the year. 
4 Mr. Durr: It is purely an estimate. 
= Mr. McGisson: That is your greatest variable point, your estimate. 

Sir Henry THorNtTonN: That is the variable factor, and that is the factor 

that we have got to estimate upon. 

3 Sir Eucene Fiser: Don’t you think, Mr. Chairman, that at this time it 
would be advisable for us, in discussing this estimate to have before us Bill 79. 
- It does not exactly fit in with the amount stated in the balance sheet. If we 
— could deal with Bill 79 we could do the work right off the bat and get rid of it. 


Mr. Huars: I do not think we will get any further. The estimate after all 
- is only an estimate, and I think we might as well proceed. 

Sir Henry THorntTon: I might also say in connection with the question 
Mr. Hackett has addressed that we have by no means ceased our efforts in the 
direction of operating economies. ‘There are still further economies that are 
eccurring month by month. It is like squeezing a sponge. The first time you 
get a lot of water out of it, the next turn you get some more and you keep on 
turning until finally you have squeezed the sponge dry. 

Hon. Mr. Evurer: It is not dry yet. 

Sir Henry THornton: We do not think it is dry. We think there is still 
_some more to be had out of it, and we are addressing every possible effort in 
that effort consistent with prudent operation. 

Mr. Heaps: How are the revenues of the Canadian National compared 
with other Class 1 railways. 

Sir Henry THornton: We are practically the same. From an operating 
- point of view there is substantially no difference with relation to both revenues 
and expenses. 

Mr. MacMitian: Sir Henry, the result of the crop in Western Canada 
_ this year will have quite an influence on your revenues. 

; Sir Henry THornton: Certainly. I have been trying to guess the crop 
for the last eight years, and I do not think I have hit it yet. We have all been 
_ trying to do it. If anyone of us could accurately estimate the crop of Western 
_ Canada we could probably do pretty well. 

Mr. Heaps: You want to find someone whose foresight is as good as his 

_ hindsight, then you would be all right. 

Sir Henry THornton: Well, if the Angel Gabriel, who presumably is in 

: the confidence of the heavens could come down to earth and tell us a few things 
‘ we might get somewhere; but I cannot find anybody who can give me any 
s accurate estimate. 
a Mr. Hanspury: This estimate of $3,500,000 securities to be issued, in view 
of the present condition of the money market isn’t it likely you won’t lose 
~ $3,500,000. 
Sir Henry THornton: No. Mr. Grant, will you let us have your experi- 
ence in that. We have estimated discounts on securities to be issued at 
— $3,500,000. : 
a Mr. Grant: Part of that amount has been used in connection with our 
last issue of $70,000,000, about $2,500,000 was utilized as discounts on that last 
issue. It depends on what kind of security you put out, Mr. Hanbury. 
- 30312—2; 
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Mr. Hansury: Why not put out a security at a rate that will bring you — 
par. a 
Sir Henry Tuornton: Of course, if you do that, it is a difficult thing to — 
eet it both ways. What we have been trying to do in the issue of our securities — 
is to keep the interest rate down. We think it is a little better policy to pay a 
little more for discount when the security is issued than to saddle the railway ~ 
with a higher rate of interest because five or ten years hence that might prove 
to be a bad bargain. The general policy of the company has been to try to 
keep the rate of interest down. . 

Mr. Fraser: Is not the discount amortized. 

Sir Henry THornTon: Oh, yes. 

Mr. Fraser: It comes to the same thing. The railroad is actually charged 
with whatever interest you pay. 

Sir Henry THorNTon: ‘That is true. | 

Mr. Durr: ‘Then there is the broker’s commission. S 

Sir Henry THornton: Of course, there is this: Securities sold at a dis- — 
count usually have a better sale than those that are sold at a premium. You 
have got to have some regard also for the degrees of success with which an issue 
can be marketed. There are a great many factors which creep into this thing. 
It is a difficult thing to find any formula which you can apply which will give 
you a mathematically accurate answer. When we issue our securities, or are 
preparing an issue, we try to get the best financial advice we can obtain; but, 
after all, it is only advice. 

Hon. Mr. Manton: I suppose in that $3,500,000 there is included the com- 
missions and expenses. When you say discount you really include commissions 
and expenses. | 

Sir Henry THorNTON: Quite right. 

Mr. Fraser: May I ask this question: Could we secure an analysis of 
your expenses as indicated by that $193,000,000. 

Sir Henry THornton: Let me say this, that up until the present time we 
have been discussing nothing but expenses. 

Mr. Fraser: That was for 1930. 

The Cuarrman: In answer to Mr. Fraser’s question I can tell him this, 
there is no matter that has been discussed that cannot be opened up again by 
any member of the committee. 

Mr. Hansury: At any time? 

The CHAIRMAN: At any time. 

Sir Henry THornton: Just say again what you had in your mind, Mr. 
Fraser. ) 

Mr. Fraser: I want an analysis of your coastal ships, of your boats on — 
the Pacific. : 

Mr. Durr: That will come up with the Merchant Marine. ee 

Mr. Fraser: That is in the $193,000,000. I have looked through your 
statements from year to year and I have never seen an analysis of your boats 
on the Pacific at all, of your operating costs and your capital costs. and all that 
kind of thing. I have not seen a reference to it at all. 

Sir Henry THornton: Perhaps if the Chairman approved this would he 
a good time to discuss that. 

The CHAIRMAN: I want to keep to one thing at a time. 

Mr. Fraser: I am not altogether ready at the moment. I did not bring — 
my material down. : 
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‘The CuarrMan: Put that in the form of a question so that the information 
can be gotten ready. I do not want to be led away from what we are at now. 
. Sir Henry THornTon: We have all of the information with respect to the 
_ point that has been raised and can discuss it at any time that suits the con- 
venience of the committee and yourself. Sea te 

E _ Mr. Hansury: Before you proceed, I would like some explanation for my 
- own information of that item in connection with the C.V. railway working 
capital. 

Sur Henry THornton: Central Vermont. That means this, Mr. Hanbury, 
that the Vermont railway has that sum available. That is really the short 
- answer and I think the answer you want. 

'. Mr. Fraser: That is your estimate for 1931. 

G Sir Henry THornton: No, no. We have got that money, 

: Mr.-Hansury: It does not need to be provided again. 

2 Sir Henry THorNtTonN: That money is in the bank. 

~ Mr. Durr: Mr. Chairman, I wonder if I could ask something with regard 
© to Exhibit U? 
4 
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$ Su Henry THornton: That is a statement showing the proposed expendi- 

_ tures for the year 1931 on lines included in the 1929-32 branch line construction 
_ program as passed by Parliament, 

= Mr. Durr: In that exhibit there is $1,000,000 for the Sunnybrae-Guys- 

- borough Railway. I would like an explanation as to the present position of 

that railway and what this $1,000,000 is intended for. 

me Sir Henry THornton: Mr. Gzowski, I think you can answer that question. 
_ Mr. Gzowski, I may explain, is engineer of the construction act of the Canadian 

_ National and can answer the question Mr. Duff has put. 

Mr. Gzowskr: The present position of the railway is that a little over 96 
per cent of the grading is now completed, about 70 per cent of the culverts and 
_ the same percentage of the sub-structures of the bridges are now complete; 
_ twenty-two miles of track are now laid; one superstructure of one bridge is 
complete. There are about five and a half miles of fencing and ten miles of 
telegraph lines complete. The $1,000,000 will complete the grading, culverts, 
road diversions and sub-structures of the bridges and twenty-two miles of 
telegraph lines will be built. That will be the position about the 15th of 
August or end of August. 

_ Mr. Durr: Then is it the intention to proceed with the grading and the 
building of bridges or culverts immediately? 
Mr. Gzowski: Well, the grading is being proceeded with now. There are 
_ about 550 men working on the line now, and there has been about that force 
. during the year, and that will continue until about the end of July when the 
__ forces will be gradually reduced as the various pieces of grade are completed. 
_. Mr. Hacxerr: Do you estimate that 85 per cent of the work is all done? 
_. Mr. Gzowsk1: I said 90 per cent of the grading is done and 87 per cent 
_ of the culverts and sub-structures of the bridges are done. Twenty-two miles of 
_ track are already laid and five and a half miles of fencing was complete and 
ten miles of telegraph line. 
Mr. Durr: Is it the intention to finish the grading of the whole line this 
_ year? 

, Mr. Gzowsk1: Yes, sir. 
Mr, Durr: And where is this 22 miles of grade laid? 

_ -Mr. Gzowsx1: From Sunnybrae 22 miles. 
foo Mr: Durr: East? 
3031223 
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Mr. Gzowsk1: Yes. 

Mr. Durr: Are you going to finish the laying of the rails? 

Mr. Gzowsk1: No, we have not sufficient money with that $1,000,000. 

Mr. Durr: How many men have been laid off in the last three or four 
months? 

Mr. Gzowski: Very few, sir. 

Mr. Durr: Will the men on now be kept all year? 

Mr. Gzowsxt: No. About the end of August will wind up the appropria- 
tion we have, and about the 15th of July will start a material reduction in the 
number of men. 

Mr. Durr: When do you expect to complete the railway? 

Mr. Gzowsk1: Well, when we get the money. 

Mr. Durr: Well, you know, of course—or perhaps, you don’t know, but I 
will remind you of the fact that ‘under an Act which was passed by Parliament 

the railway must be completed by 1932. 

Mr. Gzowsk1: Yes. 

Mr. Durr: Is it the intention to complete it by that time. 

Sir Henry Tuorntron: Well that is a little difficult question to answer 
because it involves the question of policy. I should say yes that it is, but that 
will involve additional appropriations. Mr. Gzowski has pointed out that the 
money in hand will only carry us to a certain date, and if there is no money - 
then the work will have to stop. But I should think—and Mr. Gzowski can 
correct me if I am wrong—that if we had sufficient funds for it we could finish 
by the statutory date to which Mr. Duff has referred. Is that right. 

Mr. Gzowsk1: Yes. | 

Mr. Durr: Sir Henry, the policy was laid down by parliament when they 
passed this Act in 1929. It is not a question of policy. 

Sir Henry THornton: You have got a different parliament. 

Mr. Durr: That does not make any difference unless we repeal the Act. 

Sir Henry Tuornton: Well, I can only say, Mr. Duff, I do not know how 
to build railways without money. 

Mr. Durr: I agree with you. Let me ask another question. Is it not a 
fact that under the Act passed in 1929, $3,500,000 was provided for this rail- 
way. 

” gir Henry THornton: I cannot remember that. 

Mr. Gzowsk1: Yes, that is correct. 

Mr. Durr: How much of that amount has been spent including this 
$1,000,000 referred to in this Exhibit. 

Sir Henry THornton: Mr. McLaren can answer that. 

Mr. McLarun: There has been eae up to the end of December, 1931, 
$2 411,998.48. 

Mr. Durr: Almost $2,500,000. 

Mr. McLaren: Right. 

Mr. Durr: And this is an extra million dollars. 

Mr. McLargen: Right. 

Mr. Durr: Or is this for part of the work already done. 

Mr. McLaren: The $1,000,000 is for expenditure in 1931. ; 

Mr. Durr: Then how are you going to provide for the rails and the track- 
laying, sleepers and ballasting. 

Sir Henry THorNtToN: Well, this is just one of those problems. 
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Mr. Gzowsx1: That work, I might say, was charged last year because it 
was laid last year, 22 miles. 

Hon. Mr. Evuer: $3,500,000 is not sufficient to complete the road. 

The Cuairman: The appropriation, evidently, has been spent with this 
$1,000,000. : 

q Mr. Durr: It looks like it. 

The CuarrmMan: You will have to get a new Bill, Mr. Duff. 

Mr. Durr: Yes. 

Hon. Mr. Manton: Is it not so, Mr. Gzowski, that nearly all these branch 
lines built by various railways—not only the Canadian National but the C.P.R. 
__—are continually asking for extensions after they get a charter. 

Mr. Gzowskr: Well, Dr. Manion, only in two cases have we had to ask 
for an extension of time. 

Hon. Mr. Manion: I have been on the railway committee for many years 
—I am speaking of the annual railway committee—and one of the duties of 
the railway committee is extending charters that have been given to build 
roads. 

Sir Eucenr Fiser: Mr. Duff means that the Act of parliament provides for 
$3,500,000 which will be exceeded when that $1,000,000 is spent, and we will 
have to have another Act\of parliament to get another estimate. 

Mr. Durr: I do not think we need another Act of parliament. I think we 
need am amount of money voted towards the railway. The Act of parliament 
-_ provides that the road must be completed by 1982, and I think it stands in a 
different position from the branch railways mentioned by the Minister. These 

are private companies. This is not. This is in a different category because 
this railway is being built by the Canadian National. It is really a govern- 
| ment railway. 

Hon. Mr. Manton: All the branch lines of the Canadian National are 
statutory. 

Mr. Durr: Quite right, but they are in a different position from the ordin- 
ary private line. 

The CuarrMan: If it is your wish, Mr. Duff, that the recommendation be 
made by the committee later on I will see that it is put in the report. 

Mr. Durr: Mr. Chairman, there is not a mile of railway in the county of 
Guysborough outside of about a mile coming into the town of Mulgrave on the 
line from Halifax to Sydney, and it seems to me that something should be 
done. The people have been asking for this line for some forty years, and it 
seems to me, especially in view of the Act, that this is one of the lines which 
should be completed within the date specified. 

Mr. Heaps: How much more money will it take to complete this line. 

Sir Henry Tuornton: Can you answer that, Mr. Gzowski. 

Mr. Durr: Outside of this $1,000,000. 

a Mr. Gzowsxk1: About $700,000. 
Mr. Durr: That includes stations and everything to complete the lines. 
Mr. Gzowski1: Yes, sir. 
Hon. Mr. Evuter: I take it from what Sir Henry has said that this money 
_will be expended by August and that the line will not be completed. 

Sir Henry THorNTon: Yes. 

Hon. Mr. Euter: Does that mean that unless more money than the $1,000,- 
000 is voted by parliament that the line will not be completed. 

Sir Henry THornton: That is right, is it not, Mr. Gzowski? 
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Mr. Gzowsk1: Yes. ; ae 

Hon. Mr. EKuuer: I was just curious how that could be. Would it not bea 4 
better to put more money in the estimates in order to complete the building of 
the road? 

Sir Henry THornton: I will answer that. The point is this: It is a 
problem which confronts the proprietor, namely, the government, not only in this 


case but in many other cases throughout the whole of Canada. The situation 4 


was such that we were obliged to curtail in every possible way our capital ex- 
penditures, and we had to take a little off some and a little off another and sweep 
up what we could, in other words, to reduce the capital budget to what we 
thought, and what the government was willing to accept, as an irreducible 
minimum, and you cannot do anything else. 

Hon. Mr. Euuer: But the fact is the work will have to come to an absolute 
stop at the end of August. : 

Sir Henry THornton: The government is confronted with a serious finan- 
cial problem. 

Mr. MacMI.ian:- You think that is good business? 

Sir Henry THornton: So far as we are concerned we are perfectly willing 
to go ahead with the railway, but we must have some regard to the financial 
position of the government and ourselves, and the country as a whole. 

Mr. Durr: Isn’t it rather a small amount? For instance, you have over 20 
miles on construction. | 

Sir Henry THornton: We are reducing every capital expenditure that we 
can reduce, Mr. Duff. 

Mr. Durr: Well, you have other works under construction, are you stopping 
all of those? Take, for instance, the hotels which are under construction. Are 
you stopping those as in the case of this railway, or are you going ahead and 
finishing them? : 

Sir Henry THornton: Many of those are under contract. 

Mr. Durr: Well, this is really under contract too. 


Sir Henry THornton: The only answer I can make to you is that we are 
reviewing the whole of our capital expenditures and reducing those capital 
expenditures wherever we feel that we can without damage to the property. Now, 
I can make no other answer than that. . 

Mr. Durr: Is it not a fact that if the rails are not laid and the line bal- 
lasted, that the part of the right-of-way which will not be ballasted and the rails 
laid will depreciate? 

Sir Henry TuHornton: Every section of this country, and quite natural, - 
wants the particular job that is going on in that vicinity to be completed and 
each section of the country regards that as the most important capital expendi- 
ture that is being made in Canada. I do not criticize them at all, but that is 
the tendency. Now somebody, some instrumentality has got to decide either to 
go on or to stop, that is all. : 

Mr. Durr: But where capital expenditure has been made, say four-fifths of 
the amount required, it seems to me that that is in a different position entirely. 


Sir Henry Tuornton: Well, I can only say this, Mr. Duff: If; in the 
judgment of this committee it is desirable to continue that work and the money 
is appropriated we will certainly continue it. It is a matter which properly 
should be left to the judgment of this committee. 


Hon. Mr. Euuer: Is it the general policy to discontinue works that are 


v 


partially completed or almost entirely completed? 


: Sir Henry Tuornton: That is quite a usual policy on all railroads in times 
of stress, 
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Hon. Mr. Evuuer: Is that the policy just now in connection with the Cana- 
~ dian National branch lines? | 

Sir Henry TuorNtTon: It certainly is wherever we think it is a desirable 
thing to do,—not desirable but at least the only thing we can do. 

2 Hon. Mr. Evtrer: Something like the Hudsons Bay railroad. 

Mr. Durr: They are not stopping that,.they are going right ahead with it. 

Mr. Fraser: I would like to ask a question about the Tete Jaune cutoff. 
You have not provided anything in this estimate for that? 

Sir Henry THornton: Can you answer that, Mr. Gzowsk1? 

Mr. Gzowsk1: The Tete Jaune cutoff was designed originally for two pur- 
poses, one was to act as a double track through the heavy grade sections of the 
mountains and the other purpose was that, in addition, it could be used for a 
cutoff for the movement through Prince George and Vancouver without going 

up the steep grade through Redpass Junction. On our final surveys we dis- 
covered in order to get the best lines between the low grades between Prince 
George and the Vancouver movement that we could use very little of that line 
in the double track proposal, and in view of the lack of business in 1929, and in 
view of the Peace River outlet question, it was deemed advisable to leave over 
in abeyance—as a matter of fact, the real necessity for the double track was not 
there with the decreased business in 1929, so the expenditure was not made of 
course. 

Mr. Durr: There has been no expenditure at all on the line referred to by 
Mr. Fraser. That is in a little different position. What will happen as far 
as the contractors are concerned, if this line is not proceeded with? Will they 
have an action for damages against the railway. 

Mr. Gzowsxi: They will have a claim for compensation in connection 
with the equipment for track laying and ballasting which was only partly used 
and had to be taken in and had to be taken out. : 

Mr. Durr: If they stop the work and they take this equipment away and 
have to bring it back again will not that mean that it will cost the railway a 
large sum of money. : 

Mr. Gzowsxr: It will cost more. I do not know what the amount will be. 

Mr. Durr: Can you give me any idea how much it will cost? Will it cost 
$200,000 more. 

Mr. Gzowsx1: I should not think anything like that. 

Mr. Durr: But it will cost something. They will have to be paid for tak- 
ing the equipment away and bringing it back. 

Mr. Gzowski: Yes. 

Mr. Hacxerr: Do you say that the amount provided by Statute was 
$500,000. . 

Mr. Gzowski: Yes, plus 15 per cent. 

Mr. Hackett: That is $525,000 in excess of the $3,500,000. 

Mr. GzowskI: Yes. 

Mr. Hacxerr: Then vou estimate that it will require $750,000 in excess of 
the $4,025,000. ; 

Mr. Gzowsxr: No, sir. I was asked how much it would take to finish 
it beyond the $1,000,000 appropriation this year. The amount provided in the 
Bill was $3,500,000 plus 15 per cent. Our estimate at the present time figures 
we can do it for that amount of money. 

Mr. Hacxerr: I understand that there has already been provided two and 
a half million and there is another million. 

Mr. Gzowski: That was the end of 1930. 
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Mr. Hacxerr: And this estimate is another $1,000,000. That would q 
exhaust the amount you referred to in the Bill less the 15 per - cent, isos 
that correct. 

Mr. Gzowskr: Yes. 

Mr. Hackerr: And you estimate that it will take three-quarters of a mil- ‘9 
lion dollars in excess of the $3,500,000. The figure I aimed at was the total 
amount of the authority under the Bill which was $3,500,000 plus 15 per cent — 
which I think is $4,050,000. 

The CHarrMAN: You state now, in other words, that the 15 per cent 
extra will about complete the enterprise. 

Mr. Gzowski: Yes, if we went on with it now. 

Mr. Durr: No, it would only mean a difference of $175,000. If you esti- — 
mate $3,500,000 plus 15 per cent then the difference between the total cost and 
the moneys available would be about $175,000. a 

Mr. Hacxetr: No, no. 

Mr. Durr:' Why not. You add the fifteen per cent, Mr. Chairman, if I 
know anything about figures to the $3,500,000, and that gives you $4,000,000 
and something. Now, then, he says the total cost will be $3,500,000 plus $700,000. 

Mr. Gzowski: No, sir. 

Mr. Durr: I asked how much more it would take beyond the $1,000,000. 

Mr. Gzowsxr1: And I said $700,000. 

Mr. Durr: Quite right. 


fate Gzowskt: What I wanted to come at was the $4,050,000. That is the 
total. 


Sir Henry Tuornton: The total estimated cost. 
Mr. Gzowsx1: Yes. 

Mr. Durr: Will that be the total estimated cost. 

Mr. Gzowsx1: We think we can do it for that money. 


Mr. Durr: And you say there is sufficient money provided in this $3,500,000 
plus 15 per cent. 


Mr. Gzowsk1: Yes. 

‘i Mr. Durr: Well then, you have got enough money to complete it practic- 
ally. 
ete GZOWSKI: Yes. 

Mr. Hackett: What proportion of the job as a whole has been done? 
You have given the percentages of grading, rails and telegraph equipment, I 
want to know what proportion of the whole job has actually been done. 

Mr. Gzowsk1: I cannot give you that figure offhand. 

Sir Henry THornton: I think I can answer that, Mr. Hackett. 

Mr. Hackerr: Between 85 and 90 per cent. 

Mr. Gzowsk1: No, less than that. It is 59 per cent. It comes to nearly 
60 per cent taking the job as a whole, including fencing and telegraph lines. 


Sir Henry THornton: I understand Mr. Hackett’s question to be the phy- 
sical condition. : 


Mr. Hackett: Yes, 
_ Hon. Mr. Euter: With this $1,000,000 you have explained you are exhaust- 
ing the appropriation of $3,500,000, and above that you have another 15 per 


cent. If you asked for $1,500,000 instead of $1,000,000 you could practically 
complete that road. 


Mr. Durr: That is it. 
Hon. Mr. Euter: According to your statement. 
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Mr. Gzowsk1: Yes, I think so. 
Mr. MacMititan: Where does the 15 per cent come in? How did they 
come to put in 15 per cent over and above the estimate? 


Mr. Gzowsk1: That was a general practice that grew up. .The Bill pro- 
vides on the face of it for 15 per cent beyond the estimate. 


Mr. Durr: Might I ask, have you made a contract for sufficient rails for 
the whole of this line? 


Mr. Gzowsx1: You mean for the rails themselves. 
Mr. Durr: Yes. 
‘ Mr. Gzowsk1: Those have been provided by the railway and they are on 
and. 
Mr. Durr: You have got the rails? 
Mr. Gzowsxk1: They come within the system. 
Mr. Durr: So all you need is a little labour to complete this work. 


Mr. Hears: Can I have information as to what the prospects are on this line 
at the present time so far as traffic is concerned? 


Mr. Durr: It is in the lap of the gods. : 

Mr. Hears: We might as well have all the facts. I want them all. 

The CHarrman: If the committee will permit me we will let that question 
stand for another day. It is ten minutes to one o’clock. I want the members of 
the committee to remain for a few minutes, and I also want Sir Henry, Mr. Grant, 
Mr. McLaren, and Mr. Roberts to remain, and any member who desires can also 
remain. 


The committee adjourned to resume at 4 p.m. 


AFTERNOON SITTING 


The committee resumed again at 4.30 o’clock p.m. 


The CuarrMan: We have been over the first page of the statement of the . 
estimates of financial requirements, and we have the details before us now. If 
there are any questions to come up in connection with these items, they should 
be asked now. : 

Mr. Durr: Mr. Chairman, I was asking before the adjournment for some 
information about the railway from Sunnybrae to Guysboro. The chief engineer 
told us just before the adjournment that the rails had been purchased for the 
whole sixty-seven miles, and I would like to ask him if the sleepers and the iron 
bridges have also been purchased or contracted for. 

Mr. Gzowski: Yes, they are purchased. 

Sir Henry THornton: They are available. 

Mr, Durr: What about the iron bridges? 

Mr. Gzowsktr: The majority of them are second-hand bridges. 

Mr. Durr: You have.sufficient bridges ready for the work to be com- 
pleted? 

Mr. Gzowskr: Yes. 

Mr. Hears: How much has been laid? 
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Mr. Durr: Twenty-three miles. I would also hke to. ask Sir Henry if, 
when chapter 34 of the Acts of 1929 was passed, in the year’s estimates, or in 
the subsequent years’ estimates, the amount required to complete this road was 
included? . : 


Sir Henry THornton: I am not sure I can identify that Act under that e 


particular designation. 

Mr. Durr: That would be for the Sunnybrae-Guysboro Railway, chapter 
34, 1929? 

Sir Henry TuHornton: I do not remember offhand. Mr. Gzowski or Mr. 
Hungerford could possibly answer that question, whether the appropriation 
carried the full amount necessary to complete the road, or whether it was just 
he amount intended for that year. _ 


Mr. Gzowsxt: The whole amount included? 


Mr. Durr: The amount really has been voted by parliament—in the appro- 
priations for the railway. 


Mr, Gzowsk1: That is quite correct. . 
Mr. Durr: There should be no question about finishing the road then. 


Mr. Heaps: If Mr. Duff is through asking about the original estimate for 
the construction of the roads, I would like to have a statement as to the prospects 
of this road being able to carry itself, and what the earning power of this pro- 
posed sixty miles of railway is? | 

Sir Henry THornton: Mr. Heaps, the record on this subject is in Montreal, 
and I have telephoned for it; it will be here in the morning. 


Mr. Heaps: I will postpone any further questions until we have the report 
here. 


Mr. Durr: I may say. that we had all that information before the Bill was 
passed in parliament. ; 


Mr. Heaps: There has been a great deal of water passed under the bridges 
since 1929. 

Mr. Durr: I suppose that is likely. The railway runs across the St. Mary’s 
river. 

Hon. Mr. Manion: I was wondering if I understood you to say that the full 
amount had been passed. Was that what I understood? 


Mr. Durr: If it had been arranged in the railway estimates after the Act 
had been passed by parliament—did the railway arrange for sufficient money? 


Hon. Mr. Manion: Did he say yes? 

Mr. Durr: He did. 

Hon. Mr. Manion: I do not think that is correct. I do not want Mr. Duff 
tackling me on the floor of the House for tying his railway up. 

Mr. Durr: I would like you to tie it together. 


Hon. Mr. Manton: It will need some tying together from what I hear. The 
estimate was for three and a half million dollars, according to the Act; and it 
was to be done by what date? ; 


‘Sir Henry TuHorNton: August, 1932. 


Hon. Mr. Manton: That simply authorizes the building of that line at a 


cost of that much by 1932. It authorizes it. Up to the end of last year there 
was $2,411,000 spent which left $1,613,000 to spend. Now, the estimates this 


year were a million, and there is $613,000 of a balance which will be left for next — 4 


year. I desire to straighten that out so that there will not be any misunder- 
standing, : 


Hon. Mr. Evtrr: You are forgetting the 15 per cent. 


Ta 


. 


, 
in 
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‘Hon. Mr. Manton: There is $4,025,000. That includes the 15 per cent. 
Then there is $615,000 for next year. 


Mr. Durr: That is too late. I am trying to show Sir Henry Thornton and 


the minister that under the Act it must be completed, 


The CHarrMAN: Probably we can make more progress by having these items 
read out individually, and if there are any questions arising from each, we can 
go on with those questions. We are not making as much progress as I would like. 
Take the items one after the other. 

Sir Henry Tuornton: The first page represents the general and major 
items which make up the Budget. 

The CuHarrMAN: There is an expenditure here of $68,000,000. The Bill is 
being looked into now. Are there any other questions in regard to these items? 


Mr. BotHwe tu: In connection with that exhibit “U”, I would like to ask 
what work is proposed to be done on that Mawer, South West Branch. It is 
estimated at $20,000? 


Mr. Gzowsk1: There is some fencing, and there are some e buildings, and a 
few odds and ends. That is all. 


Mr. BotrHwet.u: That only carries the railway as far as Main Centre. 
Mr. Gzowsk1: Fifteen miles. 


Mr. BorHwetu: And in connection with Neidpath-Swift Current, does that 
include freight sheds? $285,000? 


Mr. Gzowsktr: No. 
Mr. BorHweuu: What work is included in that? 
Mr. Gzowsx1: About one mile and a half of grading at the Swift Current 
end, and the first lift of ballast. That is as far as the money goes on that line. 
Mr. BorHwe.u: I understood some time ago that in order to complete that 
road only $106,000-was required, including freight sheds? 
Mr. Gzowskr: You mean beyond the amount? - 
Mr. Boruwe.u: | do not know whether it was beyond that amount or not. 
Mr. Gzowsx1: It was, of course. 
Mr. Botuwetu: There is no intention this year of connecting up with the 
C.P.R. in order to get that line in operation? 
Mr. Gzowskt: Yes, the track will be connected up with the C.P.R. 
Mr. Boruwe.u: Will that put it in operation? 
Mr. Gzowskt: We can put it in operation, yes. 
Hon. Mr. Manion: How much did vou say it would require? 


Mr. Gzowsx1: Well a limited operation—we provided for the first lft of 
ballast in that figure. It will not complete the line entirely, but we will be able 
to put it into limited operation. We will ask the board to give us limited opera- 
tion. That means that it will probably specify certain miles per hour that we 
can operate over it. 

Mr. McGisson: May I ask, if I am in order, what will be the probable 
vearly expenditures on these roads for the next five years. I see there is a net 
expenditure here for annual requirements of sixty-eight and a half million dol- 
lars. There is the yearly requirement of $104,000,000. Will that be kept up, or 
increased or decreased? 

Sir Henry THorNToN: You are speaking now of what might be described 
as general additions and betterments chargeable to capital? 

Mr. McGrppon: Yes. 

Sir Henry THornton: Expenditures? 


Mr. McGrspon: Yes. 
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Sir Henry THornton: The only way I can answer that question is in this — 
way: that up until the present year we were obliged to incur enlargements, quite — 
large capital requirements in order to bring the transportation machine known ~ 
as the Canadian National Railways into a reasonable state of efficiency. Now, — 
the major part of those expenses is behind us. I should say that the trend of — 
capital expenditures on account of additions and betterments for the next five — 
years will certainly be less than the preceding five years, or the five years just 
past. The trend of capital expenditures on this account should be decreasing ~ 
rather than increasing. | 

Mr. McGrsson: Could you make a guess as to what they would be 
annually? 

Sir Henry THornton: That is a pretty difficult thing to do off the bat, 
Doctor, without giving it some thought. I would much prefer before answering 
that question to discuss it with Mr. Hungerford and some of the others. 

Mr. McGrsson: That is quite satisfactory. What I had in mind— 


Sir Henry THornton: I do not want to give a running jump estimate ~ 
which might turn out to be inaccurate. In any case it is a difficult question to 
answer. 

Mr. McGisson: To my mind, the thing that has caused me a lot of worry 
in regard to rapidly increasing operations is the fact that there is only so much 
business to be done in the country, and it does not look as though, within the 
next five or ten years, it will increase very much outside of general betterments, 
now taking the large capital expenditures present, how far would you say it 
would increase that with reasonable safety? 


Sir Henry THornton: I do not think we ought to spend anything on 
capital expenditure not absolutely essential during the present period, or, in 
fact, at any time at all until we get into a position which will enable the Cana- ~ 
dian National Railways to carry the interest on its capital investment with 
reasonable safety to the finances of the Dominion. You expressed anxiety, and 
I can quite understand your anxiety, and I can assure you and every other 
member of the committee that the officers and myself share that anxiety. 

Mr. McGrsson: I have not any doubt at all. 


Sir Henry TuHornton: I think it is only fair to say also that because there 
have been certain capital expenditures in the last eight years, that those capital 
expenditures are not going to proceed on anything like that scale for the next 
eight or ten years, because a great deal of this work which is represented by 
capital expenditures is over and behind us. The condition is very much like 
that of a man who has a house in a state of partial dilapidation, and he has 
to spend a little money to put it in a better state. He does that with the feeling 
of confidence that for ten years he will have a holiday; he will not have to make 
many repairs in his house. 

Hon. Mr. Ever: Will that apply to the Montreal terminals? I think 
you have an item of $8,000,000? 


Sir Henry THornton: That is another thing which is a statutory appro- 
priation, and that, of course, will have to continue. In that connection, when 
that 1s completed, as I have said before, and will repeat again, that investment 
will more than carry itself with reduction in expenses, and increased savings. 
There are many who disagree. There are some that look at $50,000,000 and 
say that is $50,000,000; it is spent, and you will not get a penny back. Most of 
them think of a large and handsome passenger station which will bring no 
return, On the other hand, I have tried to point out that there are certain very 
definite economies which will result from the construction of that station. 

~ Hon. Mr, Euter: I think it would be interesting to have a little information 
on that. 
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Sir Henry THorRNTON: We have said over again; it was said before the 
Railway Committee at the time the appropriation was made, and it has been 
said since. Since you are on that subject—I do not want you to take my word 
for it—you may regard me as a prejudiced witness—but I would like you to 
hear what Mr. Hungerford has to say because he has had a large part in the 
completion of that arrangement, and he is charged with the expenses of the 
operating department. Perhaps you would like to hear Mr. Hungerford’s view- 
point on the subject, briefly. So, if there is anything you would like, go as far 
as you please. 

Mr. Huncerrorp: Well, so far as reduction of operating expenses is con- 
cerned, we are satisfied that there will be a moderate amount. The principal 
item of advantage in connection with the Montreal Terminals, particularly that 
portion relating to the Central Station, is the development of space for com- 
mercial buildings, that we are satisfied will bring a very handsome return. 

There are about 550,000 square feet of space available on top of the rail- 
way itself, and with the valuation of the surrounding properties it runs into ‘a 
very handsome figure. That will not be realized immediately, of course; it will 
depend upon the trend and direction of building; but it is a most desirable site 
in Montreal, perhaps the best, and with the development of the past few years, 
it seems but a few years until that will be wanted. 

‘Mr. Hanson: After all, Mr. Hungerford, is not that only a_ collateral 
advantage and not an advantage which arises directly out of the railway man- 
agement? 

Mr. Huncerrorp: ‘True, but we not unreasonably can expect that condi- 
tion of affairs. It is on all fours with the development in connection with the 
New York Central in New York city, which we are informed bears a very high 
rate on their investment. | 

Mr. Hanson: -You would not compare New York with Montreal? 

Mr. HuncEerForD: But proportionately. 

Sir Henry THORNTON: An estimate was made some time ago, a summary 
of the tangible benefits accruing from the construction of the Montreal Terminals, 
and I will ask Mr. Hungerford if he has that in some detail, and if so whether 
he will read it. 

Mr. Huncerrorp: No, I have not got it. 

Sir Henry THORNTON: I mean Mr. Fairweather. 

Mr. FarRWEATHER: I may say, I made a careful study of the economies of 
the Montreal Terminals and drew a picture as at the end of five years and at the 
end of ten years; because you will readily understand, in connection with such a 
large undertaking as this, it takes time to demonstrate the economies and the 
earning capacity of the capital. 

Five years after the end of the construction of the Terminal and the co- 
ordination of the Canadian National facilities in and around Montreal, the 
estimate is as follows:— 


Aerial rights.. PT tT ey cb $500,000 
petiereD Assen en LaChitied fy. satan dearer. ba) el een Se 100,000 
Co-ordination of freight facilities, a very important item... .. 6. 6. 61 ee ee oe 200,000 
Electrification of the terminals, which will be made possible by the new terminal 

scheme .. . 225,000 


Additional freight, due to the fact that we will have thrown into intimate contact 
with our railways in Montreal industrial territory, particularly in the East end 

of the city where we are now at a very great disadvantage in servicing industry 900,000 
Construction of the belt-line .. RTS he eae ee SE Una a Uap ue Malis LS dad te aay 95,000 
That is only a partial estimate of the economies of the belt-line, because many 

- of the other items are also reflected in that. That is, the $900,000 additional 
freight reflects a belt-line, and also the $200,000 from co-ordination of the 

freight facilities of the belt-line. But the economies at this point, in con- 

nection with the construction of the belt-line. reflect the economies in the 
transport of freight from one side to the other side of the City of Montreal 

by the construction of the belt-line. We will save $95,000 by that single 

item. 
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ia 


At the present time our office space is scattered all over the city of Monte 
real, and naturally there is a loss of efficiency from that. = 
The total is $2,205,000, as Sir Henry stated, at the end of five years. ae 


Mr. Hansury: That will be the yearly saving, at the end of five years? 


Mr. ParRwEATHER: Yes. At the end of ten years, if the trends which are — 
I may say that I have examined those trends _ 
carefully for a period of thirty years in the past—are sustained, and I confi- — 
dently believe they will, because I can see no reason why Canada is going to — 
stop in the very. measured degree of progress which she has had to date; and if 4 
that is continued, those economies and revenues accruing from the construction wi 
of the Montreal Terminals may reach a total of $5,500,000 yearly, which, as 


indicated in the city of Montreal 


you will see, is nearly 10 per cent upon the invested capital, 


That is from the railway point of view, but in addition to that, from the 


point of view of the country at large, there are other factors. For instance, 


to the city, there will be an estimated advantage of $200,000 a year, which 4 


is due to the elimination of traffic congestion inside the city, due to the fact 


at the main traffic arteries by which business is handled. 


Mr. Hanson: It will be interesting to know how you reduce those two. 


terms to dollars and cents. 
Mr. FariRWEATHER: I can go into that. 
Sir Henry THornton: Yes, let us tell everything we know. 
Mr. Durr: We would be here all summer, wouldn’t we? 
Sir Henry THornton: Thank you, Mr. Duff. 


Mr. FairwEATHER: ‘This question of aerial rights; as Mr. Hungerford 
says, there are some 550,000 square feet available for leasing; and I have made 
a careful study of the value of land in the City of Montreal. I have a graph 


in this pamphlet, which shows that, and I think it will be very interesting to | 4 


the members of the committee. 
Mr. Hanson: By aerial rights, you mean ground rights? 


Mr. FarrwreatHer: The leasehold value of the property which will not be = 


actually used by the Canadian National Railways. 


I have here a graph which shows a cross-section of real estate values in 


the City of Montreal, extending along St. Catherine and Sherbrooke streets, 
from Elmhurst, which is at the extreme westerly end of the city, through to 
the extreme easterly end of the city, where I have several streets here, Dick- 
son, DeBoucherville and Gauthier. 

The interesting thing is that in the vicinity of our Montreal Terminals 


the assessed value of land is $70 per square foot. That is the assessed value a 


of the land. 

I think, Sir Henry, perhaps if this were passed around to the members 
of the committee it would show very clearly the possibility of developing 
aerial rights. : 

Sir Henry THornton: Have you additional copies of that pamphlet? 

Mr. FatrwEaTHER: I have not got them here, sir. We can get them. 


that we have provided additional streets and have provided grade separation 


t 


Sir Henry TuHornton: I was wondering if the committee would like us to a 
send and get, by to-morrow, a sufficient number of copies of it for the mem- Me 


bers of the committee to look over and then to formulate any questions they = 


would like to ask in connection with that. 


Mr. Hanson: I think Mr. Fairweather had better go on with the state 


ment and we can perhaps grasp it. 


Mr. FarrweatHer: The site of our new Central Terminal is tocated a 


directly in the City of Montreal where real estate values are at their maxi- = 


mum in the uptown section. I may say that I got into trouble once before bys 


ay eee 


4) ey 
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quoting certain street locations in Montreal. Certain people in the real estate 


game promptly put my name in four-foot letters with the intention of showing 


how valuable their property was. 

The intersection of Peel and St. Catherine represents the peak of assessed 
valuations in the City of Montreal, as $70 a square foot, in the uptown section. 
Our Central Station area is within a thousand feet of ‘that: and as a matter 
of fact, the St. Catherine values directly opposite our station are $50 a square 
foot. 

On land worth $50 a square foot you can develop aerial rights, because 


that represents a rental value of about $3 to $5 a square foot; and on a basis 


such as that you can develop aerial rights. Aerial rights, of course, cannot 
be developed on low class real estate, that would be folly; and even to claim 
that aerial rights would develop, for instance, down in our Bonaventure area, 
where land values run somewhere in the neighbourhood of $3.50 to $4 a square 
foot, would be ridiculous. 

Hon. Mr. Euter: Just what do you mean by aerial rights, because we 
do not use that term up our way? 

Mr. FairwkaATHER: That is a right to eae a building over railway 
facilities. 

Sir Henry THornton: Perhaps I can make it quite clear, Mr. Euler, 
by this statement: We were obliged to buy a large area for the purpose of con- 
structing railway facilities beneath the street level. It is quite feasible to 
impose above that street level buildings of any height that might be desired. 

Hon. Mr. Euter: Like the New York Central Station? 

Sir Henry THorNTON: Precisely what the New York Central did in New 
York and possibly in Cleveland and other places. In other words, if you have 
to buy the property, you use what is underground for railway purposes and 
develop what is above ground for building purposes. That is a fair way of put- 
ting it. 

Mr. FarrweatTHer: In other words, you have to have high land values 
before you can have these aerial rights. 

Sir Henry THornton: High land values are indicative of desirability of 
location. 


The CHAIRMAN: What was the area you mentioned? 

Sir Henry THorNToN: About 550,000 square feet. 

The CHatrmMAN: According to that you have something about $35,000,000 
of aerial rights. 

Mr. Hanspury: Mr. Fairweather, is that assessed value the assessment of 
the Corporation? 

Mr. FarrRwEATHER: No, that is the assessed value of the property. I am 
informed that they assess at approximately two-thirds of the actual value. 

Hon. Mr. Evuter: If it is not asking too much, could the committee have 
what it cost per square foot for this land? 

Mr. Hears: Could the committee have that, if it would not cost too much? 


Mr. FaiRWEATHER: If you examine values in large cities, you will find that 
contiguous to high-class retail and financial districts, there are what are techni- 
cally known as blighted zones, zones where because they have been neglected 
they have depreciated in value. The land, if it is made available by proper 
development, will become just as valuable as the better land. 

Mr. Durr: As adjoining lands? 


Mr. FatrrRweATHER: As the property which is adjacent to it and which has 
value. I can give one instance of it to my own knowledge from Detroit. The 
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lower end of Woodward Avenue was a blighted zone, and that has been reju- 4 


venated by the construction of modern buildings, and the people who did it, of a 


course, reaped a very large benefit. 

Similarly, you have a blighted zone in and around the ground of the Cen- 
tral Terminal in New York, at the time when the New York Central proceeded _ 
with their development werk. That was a blighted zone. 

Mr. Durr: That was a market place? 

Mr. FarrweatHerR: It was. And in Montreal, on the site of our terminal 


properties, you had a somewhat similar condition. Dorchester Street was an old j 2 


residential street, parallel to St. Catherine Street, a street which was jumped 
over when the development went up from St. James to St. Catherine Street; it 
was sort of a backwater; and the result was that we did not pay anything like 
this valuation for the land when we purchased. But my statement is that 
having regard to the fact that that land is contiguous to the highest class real 
estate in the City of Montreal, with the provision. of new streets and the super- 
vision of the type of construction which will go up on that land, the property 
can be taken out of the category of blighted zone and be put into the classifica- 
tion of a high-class property. All these old and gia te Aa buildings are torn 
down. 

I can give you another instance in Cleveland. 
Mr. McGisson: What Mr. Heaps asked, and which you are talking all 
around, is what you paid for it. 
Mr. FarrweAtHeR: I do not know just what we paid for it. 
Sir Henry Tuornton: I think Mr. Brown can give you that information. 


Mr. Brown: Of course there were various prices paid for the various prop- 
erties, depending upon their location and the buildings around them. The aver- 


age cost of the property on which the Central Terminal is being located was 


about $7.50 a foot. 
Mr. McGisson: Did that include the buildings on it? 
Mr. McMitian: Could you give us what it cost in dollars? 
Sir Henry THornton: Mr. Brown will make a note of it. 


Mr. Heaps: I noticed last week, when there were some expropriations in 
the City of Montreal, the prices were quoted as being much lower than what 
the people wanted. I have got what I wanted. 


-Mr. Gray: Sir Henry, is there any salvage from that part of the property, 
or did you just tear it down? 


Mr. Brown: We got a certain amount of salvage in selling the old build- 
ings, but that was a very small amount. 


Mr. Hacketr: That was negligible, was it not? 
Mr. Brown: Yes. 
Mr. McGisson: What would be the cost of improving it per foot? — 


Sir Henry THorNTon: The cost of improving it per foot, I suppose, would 
be whatever the railway facilities cost which will be built upon the property. 
I do not know that I could translate that into a figure per foot. 

Mr. McGisson: What is the cost of clearing this stuff off? | 

_ Mr. Brown: Oh, I could not give you the figures on that. I can get 
them. We were able to sell the buildings at a profit. We did not have to pay 
to have them torn down, as has occurred in some other cases. 

sir Henry THorntron: But the truth is that after all we break even on 
the proposition? 

Mr. Brown: We more than break even, Sir Henry. 
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The CHAIRMAN: Does the assessment in Montreal take in land values and 
building values separately? Would it be possible when preparing the memor- 
andum to give us the ground value or the land value? 

Mr: Lapetite: It would be possible to do it off the actual rolls. But if 
vou ask for a property which was bought, for example, in 1927, you will have 
to go to the city. All we have is the value of the land at the time. We could 
have all the values for this year and it may be for 1930 without applying for a 
special permit from the City. 

Mr. Durr: Would the buildings and lands be separate on the tax rolls? 

Mr. LapetLte: When the bills are sent to the tax-payers, they have only 
the one sum; but when you go to the City for it you get it separately. 

Mr. Hears: Could we get the assessed value of the property taken by the 
Canadian National? If you will get the total value of the assessment of the 
property which you purchased for the improvements, and then get the amount 
which you actually paid for it. 

Mr. Durr: The assessed value usually includes the building as well as 
the land. 

Mr. Hansury: Mr. Chairman, I understand that the $50,000,000 contem- 
plates the construction of commercial buildings also? 

Strk Henry Tuornton: No, that only includes the station itself, which 
will be mostly under the street level; and superimposed upon that will be an 
office building in which will be housed all the office force of the Canadian 
National Railways, which are now scattered about Montreal in some ten or 
twelve buildings. That is the only building which the Canadian National pro- 
poses to build itself. The remaining surface area it proposes to lease to those 
who may wish to construct buildings upon it upon terms which we think will 
be profitable. 

Mr. Hansury: What about the freight facilities? Where will they be? 

Str Henry TuHornton: They will be in the vicinity of Bonaventure, 
which is now known as the Bonaventure Passenger Station, and the property 
which we have occupied there for some years will be for freight houses, etc. 

Mr. Hansury: You contemplate erecting new buildings there, don’t you? 

Stir Henry THornton: Can Mr. Brown answer that question? 

; Mr. Brown: The freight building on the Bonaventure property is not in- 
cluded in this. : 

Mr. Hears: What will be the cost of that new freight building on the 
Bonaventure site? 

Mr. Brown: About $400,000. 


Mr. Hears: When the value is ascertained as to the assessment and the 
amounts paid, those obtaining the information should obtain also the method 
of assessment by the City of Montreal; that is whether they assess land at 
half its valuation and the buildings at half, or at a higher valuation. 

Mr. Hanson: Was there not an expropriation blanket plan filed on all 
this property? | 

Stir Henry THorNTON: Speaking from memory, we realized that if this 
plan was revealed to the public generally prior to expropriation being filed, 
there would be an effort made certainly to raise the value of the properties 
unduly; whereupon, to protect the company, we filed expropriation plans for all 
the property which we proposed to buy in this vicinity and in connection with 
this project.. Does-that answer your question, Mr. Hanson? 

Mr. Hanson: I thought you did? 

Mr. McGippon: Can you tell me about what is the total which you paid 
for the land which you now own in connection with that site in Montreal? 
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Sir Henry THorntTon: We ral have a note made of that and get that 
information for you for to-morrow or the next day. a 


Mr. Hanesury: Is it anticipated that there will be an over- expenditure a : 
this $50,000,000? 


Sir Henry THorNTON: No, there is not any such anticipation. 


Hon. Mr. Manion: Then the opinion of the late Minister of Railways was q 
at fault, because he assured us that it would cost more than $80,000,000. He 1 is 9 
on record, as far as that is concerned. =, 


Sir Henry THorNToN: I am not aware of what the late Minister of Rail- ’ 
ways may have said. We have only our engineer’s estimates. 


Mr. Hanson: You know what the record has been, for instance, in con- 4 
nection with the harbour at Montreal? 


Sir Henry Tuornton: I would not like to be classified with that. What _ gi 
evidently is in the minds of many of the members is that this estimate for the — 
Montreal Terminals is just a pass estimate which is open to all of the frailties 
and alterations which sometimes accompany engineers’ estimates. But, as far 
as this particular case is concerned, Mr. Hungerford, Mr. Brown and myself — 
were personally involved in this matter, and our personal reputations were at 
stake; and we were exceedingly careful in the preparation of these estimates, to 4 
be perfectly sure that we were on the safe side; and I can state to this committee, 
and I believe Mr. Brown and Mr. Hungerford will bear me out, that the amount 
named represents what this terminal is going to cost, and nothing more. 


Hon. Mr. Manton: My remarks were based entirely upon the speech made 
by the late Minister of Railways at the time the vote for the $50,000,000 © 
was made. q 

Sir Henry THornton: That may be; but all that I can say is that if the 4 
late Minister made that statement I disagree with him. : 

Mr. Cantuey: In buying, did you buy only what you needed for your ; 
present plans? 

Sir Henry THornTon: Generally, that might be answered in the affirmative. - 


If we had bought only what we wanted, the price would have been quite beyond — 
reason. I wonder if Mr. Brown could answer that question? 


Mr. Brown: We have avoided the severance in some cases, as being more — 
reasonable and economical and have taken the lot. We believe we will be able 4 
to get a salvage from those severances here and there which we secured. You — 
understand that in putting a line through a city, you cannot lay 1t down accords 
ing to the sub-division of lots in the city, but you have to go according to the ~ 
line of the railway, and sometimes you will take half or three-quarters of the — 
lot, and then when you settle with the owner you find it advantageous to take — 
the whole of the lot rather than to settle for damages for the remainder. 


Mr. McGrpson: Were there any other estimates made, Sir Henry, than 
that by yourselves? 
ni 


Sir Henry TuHornton: I think almost everybody in Canada has made — 
estimates about the Montreal Termini. The only estimates that we are a 
pared to stand by are the estimates of our own engineers, and I am not sure 
whether those were checked by any outside engineers, by outside opinion, or not. — 


Mr. McGrsson: Did Mr. Comar go over the estimates? 


Sir Henry THornton: He went over the estimates in a general way, anda 
my recollection of his experience is that he is.one who has some knowledge of — 
Montreal, because he has been in Montreal several times; and he recommends | q 
the estimates as being satisfactory. 
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Mr. Brausien: Mr. Chairman, if we are through with the Montreal Ter- 
minal, may I ask a question in regard to Exhibit U, Western Region, that is 
the $3,020,000; does that include the amount of money you are going to spend 
in the Western Region on the railway lines? 

Sir Henry THORNTON: Yes. 

Mr. BrauBiEN: I understand that the railways are making a survey for a 
so-called cut-off? 

Mr. Gzowski: A survey has been made and a report was made to the 
Department. 

Mr. Brown: Surveys have been made. 

Mr. BEauBIEn: Will that report be a public document? 

Hon. Mr. Manton: It will be a public document. I have not seen the 
report as yet. I asked them to make a report, but that was done for the 
Government and not for the railway itself. It was done at my request. The 
Deputy tells me he has the report, but I have not seen it. It is very recent. 

Mr. Hanson: Have we finished with A, B, C and D? 

Mr. Heaps: Mr. Chairman, you suggested earlier in the afternoon that the 
committee take them up item by. item. We have been jumping around, and I 
suggest that if we kept within the terms of your ruling we might make better 
headway. 

The CuHarrMan: If Mr. Fairweather will read out item by item, we will 
get back to where we should be. 


Mr. Hansury: Mr. Chairman, does the Montreal Terminal come among 
these items? 


Hon. Mr. Manion: Yes, it is at the bottom, under statutory. 


Sir Henry THornton: Mr. Hanbury, at the bottom you will find under 
By Statute, the Montreal Terminals $8,000,000. 


Mr. Hanzpury: In the year’s estimates you provide for $8,000,000. What is 
the total amount expended to date? 


Hon. Mr. Manton: $8,000,000 last year, I think, is the figure to the end 
of 1930. 


Sir Henry THORNTON: $8,614,497.31. 
Mr. Hansury: How long will it take to complete the work? 


Sir Henry THornton: That depends upon our speed. Originally we had 
hoped to get it finished in four years. My recollection is that the estimate 
was five years, but we hoped to beat that by a year. Now, with conditions 
as they are and with the situation which confronts us, how fast we will pro- 
ceed must necessarily depend upon the financial position of the railway and 
the government. That is about the only answer I can give you. 

Mr. Hansury: Can you tell us what proportion of the dollar expenditure 
so far has been for labour? 

Sir Henry Tuornton: Necessarily, for the first year, the largest expendi- 
ture would be for real estate, and that is represented by $6,500,000. Now there 
is grading and bridges, elevated structure and track laying, surfacing and so 
on, all of which represent a large amount of labour; as to how much is labour, 
I do not know. How many men, Mr. Brown, do you suppose to-day are 
employed on the Montreal Terminals? 

Mr. Brown: I think in the neighbourhood of 1,200. 

Mr. McGrspon: Are you doing it by day’s work? 

Mr. Brown: No, practically all the work is being done by contract. 
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Mr. MacMituan: Somebody made the statement that the valuation of él IS 
land is $70 per square-foot, and that other lands in this area are worth $50 y per 
square foot. eg 

Mr. FarrweatHerR: What I said. was that the assessed value of land on St. a 
Catherine street, within 1,000 feet of our Central Station and within less than | 
500 feet of the fringe of the territory which we own, has an assessed value of — 
$70 per square foot. I also said the land on St. Catherine street immediately | 
north of our Central Station property had an assessed value of $50 a sua 
foot. E- 


Mr. MacMintuan: What frontage would you fave along there? ae 
Mr. Farrweatuer: Our frontage on St. Catherine street 1s very small, in 3 
fact I do not think we have any, but down at Cathcart street we have a big — 
block extending from there across to St. Antoine street. St. Catherine street 4 
is one short block away. ae 
Mr. MacMituan: What would be the length of that? a 
Mr. Brown: About 650 feet. . 


Mr. Farrwearuer: I think what is wanted is the distance from St. Cathe s 
erine street to Cathcart street, and that is less than 200 feet. Cathcart street 
parallels St. Catherine street. 3 = 


Sir Henry THornton: Mr. Fairweather referred a moment ago to the 
increase in the value of property adjacent to passenger stations and public © 
buildings, and he gave you some examples of that. I have an example in mind 
which may be of interest to you. Some years ago, some decades ago, the Penn- 
sylvania Railroad moved their general offices from Third street, which 1s down 
in the business heart of the city, what would correspond to the St. James street 
district in Montreal, to the corner of Broad and Market streets. They moved 
all of their offices up there and put them in what is known as their Broad Street — 
Station, enlarging the station for that purpose. Broad street would correspond ~ 
to Sixteenth street, so that it was thirteen blocks away. Up until that time, it r 
was a semi- residential and semi-business district; 1t was neither one nor the © 
other. Properties were of no particular value, and there were no banks or busi 
ness houses to speak of in that vicinity. To- day the area within three blocks | 
of that station is covered with important office buildings and banks, and to a 
very measurable degree the financial district, the business district. of Phila-_ 
delphia has moved from Third street up to Broad street; with the correspon $ 
ing increase in the value of the station properties. That is merely an illustra c. 
tion of what happens in large cities when an important structure is built in any 3 
particular district. a 

Now, we anticipate that something pretty much of the same kind will a 
happen in Montreal, and that upon the completion of this passenger station — 
and the completion ofthe Sun Life Building—because just adjacent to our — 
passenger station the Sun Life is building a very large and handsome building, — 
and we anticipate to a very measurable extent the financial district will move 
from St. James street to somewhere in the vicinity of our new station. That 
has been the history all over the world. You will find the same thing ‘taking — 
place in New York. You will find the uptown district around the old Waldort 
building, upon the site of which has been built the New Empire building, and 
‘hat office buildings and banking institutions are putting offices there which 
twenty years ago were never dreamed of. — 7 = 

The CHAIRMAN: Are there any questions which you desire to ade in 
respect to the Eastern Lines requirements? Let us get through these items. = 

Sir Henry THorRNTON: The next item after that. Go ahead, Mr. Fair 
weather. We have read all of these off, and it is just a question of the members s 
of the committee asking for detailed information. ? 
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Mr. Fraser: What about the Northern Alberta railways? What 1s that 


~ item for? 


dite ties Patil ie 
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Sir Hpnry THornton: Mr. Fairweather will answer that question by 
reading off the items which represent the amount to which you have referred. 
: Mr. FArrRwWEATHER: It is understood that we are only 50 per cent pro- 
prietors of the Northern Alberta railways. Here is a statement of the proposed 
capital expenditures on the Northern Alberta railways in 1931. They total 
$352,973, which is just twice the amount indicated in our budget; and that is 
made up of right-of-way, $14,500; bridges, trestles and culverts, $83,000; right- 
of-way fencing, $26,550; crossings, $7,000; roadway buildings, $3,300; water 
supplies, $26,000; station ground, $8,000; raising erade at Swan River crossing, 
$10,000; equipment, and general unforeseen, $75,000. That is the total capital 
expenditure provided. 

Mr. Hacxetr: Is that the railway which you bought with the Canadian 


Pacific railway? 


Sir Henry THORNTON: That is the railway which we bought jointly with 
the Canadian Pacific railway. 

ie Fraser: Did I understand that you said something about right-of- 
way ! 

Mr. FairweaTHER: The right-of-way is $14,500. 

Mr. Fraser: What extensions are contemplated there? 

Hon. Mr. Evtrr: That involves the whole Peace River question. 

Mr. Fraser: Oh, no, that does not involve the Peace River question. 

jJHon. Mr. Manion: Before you get away from the Northern Alberta, 
would you mind telling us what were the operating expenses and revenue of the 
two railways after purchasing that road? 

Mr. FarrwEatHer: The operating results of the Northern Alberta railway 
for 1930 were:— 


Operating Vevenue. 155757 a Gey nants ee PON eee ha $2,200; lo0c20 
Operating. expenses 0050s co wtar ene ce ees ee es See Se 1,952,389 70 
Reena bee PGCTUA IS) se fell eT eters eeecien eye Ghacsi hr alers cate 708 re 22,000 00 
Rai lwa ve Operate ANCOME i ere She Se ee ee 8 278,000 00 

working down to a total operating income of 271,000 00 


And then, after deductions for interest, net income— 
Hon. Mr. Manion: I did not want all that detail. 
Mr. FAIRWEATHER: Jn 1930 the loss was $1,027,904.12, with the Canadian 


National Railways’ 50 per cent portion of that being $513,952.06. 


Mr. Fraser: Was there an operating profit? 

Sir Henry THORNTON: Yes. 

Mr. McLaren: $301,349.57. 

- Mr. Fraser: Are you sure that is not gross revenue? 

Hon. Mr. Manion: ‘There is something wrong about that. 

Sir Henry THORNTON: What was the net revenue or difference between 
eross earnings and expenses? 

Mr. McLaren: $301,349.57. 

Mr. Fraser: So that it paid its operating expenses and a little more. 

Sir Henry THORNTON: By $301,000 odd. 

Mr. Fraser: Was there an increase of operating revenue for.the year? 

Sir Henry THORNTON: There was an increase of $21,500. 

Mr. Fraser: How many miles of new road did ycu construct last year? 

Hon. Mr. Manion: Where then did you get your $1,000,000 loss? 
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Mr. Frassr: Interest. ‘alate 
Hon. Mr. Manion: The purchase price was only around $8,000 000, was sit 
not? Reg 
Mr. Fraser: No, some $26,000,000. oa 
How many additional miles of road did you build last year? a 
Sir Henry THORNTON: Sixty-five miles. a 
Hon. Mr. Euter: I suggest that we follow the Chairman’s original idea and 
proceed down the list and clean up as we go along. ‘f 
The CuatrMaNn: I was trying to bring you to it, when I asked you if there. 
were any questions to be asked in respect to the Eastern Lines. If you are 
through with that, we will pass on. That is in the middle of the large appropria- 
tion of $68,000 000. z 
Sir Henry THornton: You will find an item of Eastern Lines Require- 
ments. a 
Hon. Mr. Euter: Take for example other financial requirements such aa 
the acquisition of securities, $150,000. Have we a hotel in the West Indies, and — 
where? 
Sir Henry Tuornton: No. That is represented by a second mortgage on 
the hotel property of $150,000, and that was authorized by Order in Council _ 
December 6, 1930. 
Hon. Mr. Manton: May I point out to the committe, since the date is given, © 
that that arrangement was made before this government came into power. aa 


Mr. Heaps: You do not have to apologize. 


Hon. Mr. Manton: Unfortunately, I have to apologize, because the hotel 
is broke. q 


Mr. Hanpury: What is the investment? Where is this investment? i. 


Hon. Mr. Manton: We are only part holder. Jamaica has an investment 
in that hotel of about $300,000, wasn’t it, Sir Henry? 7 


Sir Henry THorRNTON: $200,000. 
Hon. Mr. Manion: They put more in later—$75,000. 
Sir Henry THorNtTON: Yes, they did. 


Hon. Mr. Manion: They have put $375,000 on a first mortgage, and the | 
Canadian National Railways pledged itself before we came into power at all to 
go into it. Frankly, I do not mind saying that if it had not been for the nledzell 
of the Canadian National Railways we would not have agreed to it; but the — 
Jamaica Government being associated with them, we thought it was more or less 
of a governmental responsibility, and we agreed to advance the money, and that — 
is why the Order in Council was passed. Unfortunately, apparently business has _ 
not been good in the hotel, and the hotel is to-day in financial difficulties. a 

Sir Henry arate The hotel is suffering, along with everything else — 
in the world. We went into the thing primarily on account of our steamship — 
services—the run down to Kingston—and also the fact that the United Fruit — 
Company, an important competitor in the matter of banana shipments, were 
largely interested in another hotel. 4 

The Jamaica government was exceedingly anxious that there should be 
another hotel built at Constance Springs. That is some six hundred feet above — 
sea level, and is cool and agreeable, and an altogether desirable place for a hotel. 
So, having regard to our commitments in the so-called “Lady Boats,” and the 
further fact that the Jamaica government were willing to put up some $200,000 
more to secure the hotel there, we recommended to the government that we should 
also assist in the proposal, and we did, as Dr. Manion has explained. ‘a 

Mr. Heaps: Who operates the hotel? ee 
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Sir Henry Tuornton: The hotel was under the operation of the United 
Hotel Company who also put a large amount of money into it. I do not remem- 
ber how much, but I think it was something like $300,000. 


Hon. Mr. Manton: I think it was $50,000. 


Sir Henry THorNTon: They put in a substantial amount. They guaranteed 
the interest held by the Jamaica Government. 


Mr. Hansury: The Jamaica government is first security? 
Sir Henry THORNTON: Yes. 


Mr. Hanpury: Was that arrangement made between the J amaica govern- 
ment and the government, or was it made by the Canadian National Railways 
with the Jamaica government? 


Hon. Dr. Manton: The government had nothing to do with it. 


Sir Henry Tuornton: I do not think the government had anything to do 
with it. It was not this government. It was the previous government. 


Hon. Mr. Manion: The obligation was made on the representations of the 
Canadian National Railways. 


Sir Henry THORNTON: It was made on the representations of the Jamaica 
government to the officers of the Canadian National Railways. We in turn 
discussed the matter, and then presented the proposition to the government of 
the day. Don’t imagine for a moment that the Canadian Government has any 
obligation in this thing at all. ; 

The CuairMAN: It is the road’s responsibility. 

Hon. Mr. Evtur: The next item is a very big one, and is in detail in 
exhibit “F.” I think we might look at that. It is for an amount of $20,000,000. 

Mr. Hackett: Is the company interested in any hotels other than this one, 
outside of Canada? 

Sir Henry THornton: No. 

Mr. Hacxerr: I know something of the hotel Scribe. 


Sir Henry THornton: The Canadian National Railways is interested in 
no other hotel beyond the frontiers of Canada than this hotel at Jamaica. 

Mr. Hacxetr: The premises that it owns outside of Canada are office 
buildings. 

Mr. Heaps: If we are going to go outside of these items here, we are wan- 
dering away again. There may be a time when that question can be asked; but 
I think we had better stay with the original intention of the chair. 

The CHatrMAN: I have tried not to be too strict in regard to that; I think 
it is a legitimate question. 

Mr. Hears: The question has been asked and answered. I am just sug- 
~ gesting that— 

Mr. Hacxerr: It is very kind of you not to have stopped the question 
from being answered. 

Mr. Heaps: It is very kind of you to ask the question; we appreciate it 
very much. . 


The CuatrMaNn: If that is the only question that is to be asked regarding 
this hotel proposition, we will pass on, and we will take up Exhibit “ F” cover- 
ing the $20,000,000 item. 


Hon. Mr. Evter: $8,000,000 for the Central region. 
Sir Henry THORNTON: No. $5,973,000. 
Mr. Fraser: You have been trimming this already? 
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Sir Henry THornton: The original budget was submitted. Some ques- 
tion was raised touching on it at a previous meeting as to whether the execu- 
tive officers of the railway company exercised any supervision or restraint with — 
respect to requests for capital requirements over the regions, and I ventured to — 
put down here an exhibition of that restraint. The budget was originally sub- 
mitted, and it represented what the region regarded as its minimum require- — 
ments—$7,969,000. The executive officers at Montreal reduced that by $2,000, <a 
000 approximately; so that the budget as it now stands for the Central region, — 
and which is before you, is in round figures, $6,000,000. =e) 

Mr. Hanson: I think I was the one who suggested that. ‘a 

Sir Hanry THornton: I do not want to lay that at your door particularly, ~ 

Mr. Hanson: I am not ashamed of the suggestion. a 

Sir Henry THornton: I am not ashamed of the result either. oe 

Mr. Hanson: I am going to go a little further. You had originally a bud- 
get of $30,000,000 capital expenditure for additions and betterments for the oe 
year 1931? a 

Sir Henry THornton: That is right. | ae 

Mr. Hanson: I am assuming that in any great organization such as a 
national railway there will always be some capital expenditures? . 

Sir Henry THornton: That is true. 7 

Mr. Hanson: But having regard to the fact that we have a vote of sixty= 9 
eight and a half million dollars for the annual requirements for 1931 which wiil . 
be exceeded by $10,000,000—at least I have heard that—and that the total net a 
requirements over and above your income will be $104,208,000—perhaps $10,- 
000,000 more than that—is it not possible to cut this still more for this year? 3 

Sir Henry THornton: I suggest in answer to that you turn over to the 
next page where you will see the details of that amount that has been requested, 
namely, some $6,000,000, and go over item by item, and we will discuss it, and 
you can see how you feel about it. All I can say is that the total capital budget 
for the Central region of approximately $6,000,000 represents the minimum which _ 
the executive officers and myself think we can safely go to. Now, this com- 
mittee may think differently; at any rate there is each item exposed on the — 
following sheets. They have been gone over carefully by the engineering and — 


. 


. 
executive officers, and they represent the recommendations of the railway com- 


pany. I may say also that naturally and quite properly all of this was discussed _ 
with the department. . ee 
Mr. MacMitian: At what time in the year would the figure $7,969,205 be 
received by the head executive? : ae 
Sir Henry THornton: I should say in the first two months of the year. Zs 
Mr. MacMituian: The reductions would be arrived at at what time? 4 
Sir Hpnry THornton: About April. ee 
Mr. Gray: Is this the proper place to talk about certain capital expen- a 
ditures? Might I ask what is the cost of the London Terminal station? i 
The CHatrMan: I would prefer very much if you want to go into the 2 aa 
details of this to start at the beginning. ae 
Mr. Gray: We are doing it. 4 
The CuarrMaAn: I did not think London came in? 
Mr, Gray: Yes. It is the Central region. 
Hon. Mr. Euter: We are following your plan, I think Mr, Chairman. 3 
Mr. Heaps: Mr, Chairman, if we could get a rough idea as to how this 


$5,973,000 is made up? a. 
Sir Henry THornton: It is all on the following page. Z bi 
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~The CuarrMan: It is under Exhibit “G”, | 

Mr. Gray: You are working on the London Terminal now? 

Sir Henry THornton: Mr. Hungerford can give you an answer to that 
question, or Mr. Brown. | 

Mr. Brown: We are working on the grade separations. 

Mr. Huncerrorp: We are building two subways at the present time. 

Hon. Mr. Ever: You have a million and a half for grade crossings by 
subways. 

The CHAIRMAN: ‘That is on the second page, down about ten items. 

___ Mr. Gray: I would like to find that out. I would like to know what is 
included in this year’s estimate for London? 

. Mr. Hunecerrorp: I do not think we have it. It will be included in this 
million and a half, 

Mr. Gray: Does it include a new station for the City of London? 

Mr. Huncerrorp: No, not this year. 

Mr. Gray: I was hoping you were working westward, and would start at 
Hamilton and London and be in Sarnia next year? 

Mr. Huncerrorp: We are looking in that direction. 

_ Mr. MacMixan: Starting at the top of that page, “Belleville Division, 
Hornepayne Division. Oakville Sub-division,” there is new steel being laid 
amounting to about $640,000? 

Sir Hpnry THornton: That is right, 

Mr. MacMuuan: Is the old steel inadequate? 

Sir Henry THornton: What has happened is this: we made a careful 
investigation, which is still in progress, of the internal fissures in our steel rail 
on fast passenger lines through what is known as the Sperry Detector car. 
That is a car which, by an electrical process, registers concealed defects in the 
head of the rail, Sometimes in rolling a rail, or after it is in use, internal 
fractures or fissures will be detected which cannot be detected in any superficial 
examination of the rail. The railways generally have employed a device known 
as the Sperry Detector car, which, by an electrical device—there 1s no good 
of my explaining it, because it is highly technical—indicates where those defects 
are to ‘be found. Well, we ran that car between Montreal and Toronto over 
our present one hundred pound rail, and we found a surprising number of hidden 
defects. Now, those defects do not always result in a wreck, but they are 
potential causes of wrecks. 

Mr. CantuEY: Maybe. 

Sir Henry Tuornton: Maybe. So that, having degard to that con- 


_ dition, we decided that in the interests of safety and good maintenance, we 


should commence relaying that rail, which is now one hundred pound rail, and 
replacing it with one hundred and thirty pound rail. That is in accordance with 
the practiee of the best railways. In fact, many other railways are going 


~much further, and, I think, are laying rail as high as one hundred and seventy 


pounds to the yard. : 
Mr. Huncerrorp: Yes, that is true in a few instances. 


Sir Henry THornton: Now, there is also an economy which results from 
the heavier rail in that it reduces the cost of maintenance. The more rigid 


the steel: the more nearly it comes up to requirements of constantly increasing 


axle loads, the greater economy; so that, having regard for both economy and 
safety of traffic, our officers decided, and I was fully in accordance myself, 
being something of an engineer, that that should be done, and that represents 
the reason why we are renewing the rail to which you have referred. 
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Mr. Hanson: Having regard to your financial condition this year, would 
it be possible to divert that? } aan 

Sir Henry THornton: We do not think so. That is largely a technical 
question, Our engineering officers are not prepared, nor is the vice-president in- 
charge of operations, to take the responsibility of continuing that one hundred 
pound rail track, I would like you to hear a brief statement from Mr. Hunger-— 
ford on this matter. After all, he is the head of the operating department, and 
is primarily responsible for it. 3 a 

Mr. Hunemrrorp: I think the committee should clearly understand that — 
in re-laying steel, we only do so when the old rail is worn out for that particular — 
class of railway. We are not making the change for a changes’ sake, but, — 
because the old rail is no longer serviceable for that class of service. These 
things are gone over very carefully; and I would like to say this in regard*to 
the item constituting the total for the Central region budget that Sir Henry — 
referred to as being the original budget—that is residue—this is boiled down 
through the requests that come to us, in the first instance, for millions of dollars a 
more, The first figure will ‘be shown on the preceding budget, and repre- — 
sents what we first boiled it down to. Then subsequently when the financial — 
condition became worse, we cut it still further; but the reversal of rail that is — 
provided for in the budget is undoubtedly required. — 


Hon. Mr. Evter: Is the same true of the million and a half item for sub-— 
ways, or is that something that one might say might be diverted without any — 
ereat disadvantage to the road? ae 


Mr. Huncrrrorp: In practically every case they are covered by orders of 
the Board of Railway Commissioners. We are compelled to put them in. 


The CHatRMAN: In this one hundred and thirty pound rail partly due to the 
faster trains that are being moved over this particularly fast road? a 

Sir Henry THornton: No, it would have to be renewed in any case; but I 
may say that the American railway technical men figure on an economy of five 
hundred dollars per annum per mile of rail of one hundred and twenty pounds — 
rail per yard, as compared with one hundred pound rail per yard. That is to — 
say, a stretch of track laid with one hundred and twenty pound rail as com- — 
pared with that same stretch laid with one hundred pound rail results in an — 
estimated economy of five hundred dollars per mile. Of course, on lines where — 


there is a density of traffic such as you have between Toronto and Montreal —— 

Mr. Hansury: And taking into consideration the investment. . 

Mr. Huncerrorp: I would like to add for the information of the com-_ 
mittee that this one hundred and thirty pound section was decided upon jointly 
with the Canadian Pacifie for heavy main line requirements, and we agreed — 
upon a uniform standard, and they are proceeding to utilize this rail under ~ 
similar conditions. Aa & Se 

Hon. Mr. Manion: The question has come up many times and will come — 
up many times more—Mr. Duff has brought it up in regard to the Guysboro _ 
Railway, and others will bring it up in connection with other capital expendi- — 
tures—about certain things being cut off. Sir Henry has explained to you that | 
the figures are given here. They were originally at a higher figure, but they — 
gradually cut them down. I may say that in the cutting down of these figures 
the government was wholly in .accord with the railway management, because — 
the government felt that $104,000,000 of expenditure for the railway. were at 
least sufficient for one year under the present circumstances. I may say further — 
that so far as the eutting down was concerned, it was done by the railway — 
officers themselves in a large measure, and practically altogether. It was not 
done on political grounds at all. I just mention this because, from time to time, — 
somebody will question this, and I am sorry to say I may not be here to-morrow. — 
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Mr. Durr: Did you say $104,000,000 increased expenditures? 


Hon. Dr. Manton: I mean one hundred and four millions of estimates 
which will have to be raised by guaranteed securities—$20,000,000 of better- 
ments, $31,000,000 deficit on interest and so on, and that $31,000,000 will prob- 
ably be-increased. In view of the heavy deficit, and in view of the present 
business condition, and the decreased earnings of the railways, in view of all 
that, the government felt, and I think properly, that $104,000,000 was plenty 
to spend. It wasn’t done with any desire to cut out capital expenditures in this 
constituency or in that. 


Sir Henry TuHorntron: I would like to add this statement to what the 
minister has said: so far as the railway company is concerned we had no 
difference of opinion with the government whatsoever; but certain circum- 
stances confronted us, and we sat down together, jointly, and tried to meet them. 
As far as this budget is concerned, I am assuming my full responsibility, and all 
of our officers assume their full responsibility for it, and we are fully in accord 
with the minister. 


Hon. Mr. Manton: The reason I mention this is because there were requests 
for vast amounts of money to be spent on stations, bridges, branch lines and so 
on. I have given the figure in the House—I got these amounts figured up—and 
they amounted to $200,000,000 worth of requests. Those who do not get their 
branch lines or stations are feeling rather disappointed. You hear references 
in the House to Riviere du Loup station and others. I simply mention it, because 
I think the committee, as Members of Parliament representing the shareholders. 
of this railway, and representing the taxpayers must appreciate the responsibility 
of the government, because they are responsible in a way just as the govern- 
ment is responsible for this vast amount of money. 


Mr. Durr: We alsc appreciate our own responsibilities, as well as the gov- 
ernment. I would like to ask a question right there. 


Hon. Mr. Manton: I hope you do. 


Mr. Durr: Certainly we should. We have just as much reason to be respon- 
sible as anyone else. 


Mr. Macmituan: We have to pay for it. 


Mr. Durr: The Minister of Railways said this was increased expenditure 
this year. Along that line, Sir Henry, would you be good enough to give me the 


~ amount of the estimate made up similar to this last year? 


Gir Henry THornton: The net increase in capital expenditures is 
$51,100,000. 

Mr. Durr: I do not mean that. You had an estimate similar to this last 
year. What would be the amount as compared with this $104,000,000? 

Sir Henry THornton: I will have to look that up. 

Hon. Mr. Manion: I used the wrong expression when I said “ increased 
expenditure ”; what I meant was expenditures for which securities will have to 
“be used. I should not have used the word ‘increased ”’. 

~ Mr. Farrweatuer: Mr. Duff wants a figure for last year comparable to 

$104,000,000? 

Mr. Durr: Yes; and at the same time give me the amount of the deficit 
from last year which might be included in this estimate this year. 

Mr. Farrwearuer: There is no deficit from last year included this year. 
There was a supplementary— 

Mr. McGisson: I would like to ask Sir Henry how many years he thinks 
we can go on spending $100,000,000 a year and still keep these railways. 
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Sir Henry THornton: A certain amount of this $104,000,000 is refunded. 
Now, you have raised a very interesting question, Doctor, and I would hke to 
answer it, and I can perhaps express it best in this way: in the year 1928 the 
gross revenues of the Canadian National Railway were—if I recall the figure 
correctly —$304, 000,000; the net earnings of the company, which is to say the 
difference between expenses and revenues—as I again recall the figure—were 
about $58,000,000. Again, as I reall the figure, we earned about $8,000,000 in 
excess of the interest on our funded debt in the hands of the public. If and 
when the gross revenues of the Canadian National become $300,000,000—I will 
use the round figure—the net earnings of the company will be $75,000,000. 

Mr. MacGrsson: Why? How do you arrive at that? How do you arrive 
at the increase—by decreasing your operating costs? z 

Sir Henry THornton: By decrease in operating costs. Now, curiously 
enough, I was discussing this matter with some of our officers at lunch time, 
and I would.be prepared to say that when our gross revenue returns to approxi- 
mately what it was in 1928, we will be earning approximately $20,000,000 per 
annum more than is necessary to meet the interest on our funded debts in the 
hands of the public. I should also say that when our gross revenues are, say, 
$275,000,000 or nearly $30,000,000 less than they were in 1928, we will be earn- 
ing to apply on the interest in hand—on securities in the hands of the public— 
somewhere in the neighbourhood of sixty to sixty-five millions of dollars. The 
answer to your question depends entirely upon the business conditions of Can- 
ada, and the conditions that obtain in the whole world. 

Mr, McGrpson: Exactly. But there is only so much business, and the 
more you pile up your capital expenditure it looks as though it means the less 
will be your net receipts. 


Sir Henry THornton: I tried to explain a little while previously that I - 


did not at all expect the increase in capital requirements to proceed on the 
same scale and at the same rate of increase as they have in the last eight years. 

Mr, McGipson: Or even the present year? 

Sir Henry TuHornton: Well, perhaps the present year. . 

Mr. MacMiuian: Why is it that in discussion we always hear this state- 
ment: people always talk about the volume of indebtedness of the railway in 
the hands of the public. Why is it that the amount of money owing to the 
government is never taken into consideration at all? 

Sir Henry THornton: The amount by which we fall short of earning the 
interest on securities in the hands of the public means that that represents an 
out of pocket expense for the government in that vear. The government has 
got to go down into its Jeans and put that much money on the table. The rest 
of it, to a certain extent is bookkeeping. 


The committee adjourned to meet Wednesday, June 24th, at 11-o0’clock. 
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ORDER OF REFERENCE 


‘Wapnespay, . rine 0 24, 1931 


Ordered ,—That the Estimates respecting the Gear National ‘Bien 
ships and the Maritime Freight Rates Act, presented to the House on the 13t 
April, be referred to the Select Standing Committee on Railways and Shipping, se 
owned, operated and controlled by the Government, and that the ager — eee 
ring the same to the Committee of Supply be discharged. ) 


Attest. 


(Sed.) T. M. FRASER, bi 
For Clerk of the 1 Hone. 
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. MINUTES OF PROCEEDINGS 


WEDNESDAY, June 24, 1931. 


The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, scheduled to meet at 11 am., and later 
postponed to meet at 3.30 p.m., and further delayed by a division in the House, 
came to order and opened proceedings at 3.50 o’clock, Hon. Mr. Chaplin, the 
Chairman, presided. 


Members present: Messrs. Beaubien, Bell (St. Antoine), Cantley, Chaplin, 
Duff, Euler, Fraser (Cariboo), Geary, Gobeil, Gray, Hanbury, Hanson (York- 
Sunbury), Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), 
Power and Rogers, 18. 


Mr. Beaubien made some remarks respecting the length of time the Com- 
mittee had been considering the annual report and estimates of the Canadian 
National Railways, and suggested that the Committee consider Bills 79 and 
83, and after consideration have same reported to the House. Discussion 
followed the suggestion, and developed into a general discussion on expenditures. 


Grand Trunk Western and Central Vermont railways were discussed. Mr. 
Hungerford, Vice-President, Operation and Construction, was requested to 
explain matters in this connection. 


Mr. Duff moved, seconded by Mr. Cantley :— 
That the Annual Report of the Canadian National Railway System for 


the year ending December 31st, 1930, and the Estimates of the Canadian 


National Railways for the year ending December 31st, 1931, be received and 
adopted. 


Carried by show of hands. 


Mr. Fraser asked a number of questions in connection with the steamship 
service on the Pacific coast, which were answered by Sir Henry Thornton and 
officers of the Canadian National Railways staff, in detail, 


Some discussion respecting Northern Alberta Railway; questions in this 
connection answered. 


Questions in regard to capital stock of the System, and stock held by the 
public, answered. 


Discussion in detail respecting radio equipment and radio broadcasting of 
Canadian National Railways.’ 


Statement by Mr. Hanson, expressing his views on the railway situation, 
after which, 


Mr. Hanson moved, seconded by Mr, Duff:— 


That Bill 79, referred to the Committee by the House, be reported with- 
out amendment; carried. 
30383—1} 
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Mr. Hanson moved, seconded by Mr, Duff:— 
That Bill 83, referred to the Committee by the House, be reported without 
amendment; carried. 


Bills to be reported. 


It being after six o’clock the Committee adjourned to meet again to- 
morrow, Thursday, at 11 o’clock, a.m. 
E. L. MORRIS, 
Acting Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovusr or Commons, Room 368, 
WepNESpDAY, June 24, 1931. 


The Select Standing Committee on Railways and Shipping met at 4 o'clock, 
p.m., Honourable J. D. Chaplin, the Chairman, presiding. ; 


Mr. Beausren: Mr. Chairman, before the committee proceeds, may I be 
permitted to make a suggestion? And before making my suggestion, I might 
ask the committee’s permission to preface my suggestion by a few brief 
remarks. 

Mr. Hanson: Don’t make a speech. 


Mr. Beavsien: I am talking to the Chairman. This committee started to 
sit on the 8th June. We have gone through the estimates of the Canadian 
National Railways, so far as the railway is concerned, and we have gathered 
a great deal of information, and every member of the committee is convinced 
that Sir Henry Thornton and his officials are acquainted with the conditions 
as they exist. Also, we are keeping these officials here. We have kept them 
here for a good deal of time at a great expense to the Canadian National 
Railways and also to the detriment of the railway itself. 

There is a Bill No. 79 before the House, and also Bill 83, and in view of 
the information which we have gathered and the acquaintance which the 
officials have of the situation, I think that this committee ought to be satisfied 
to go on and consider these two Bills and report them back to the House and 
“let the House pass these Bills as soon as possible, in order to give the Canadian 
National Railways the advantage of carrying on their year’s operations, float 
their securities and be able to carry on as they have done in the past. 

I do not think any good can come of any further enquiry. We have to 
depend upon Sir Henry Thornton and his officials, and there are also fifteen 
directors appointed by the government for the Canadian National Railways, 
and we have a Minister of Railways. I do not think any good can come out 
of keeping Sir Henry Thornton and his officiais here any longer than we have 
kept them. I do not think we can get any further information than we have 
‘obtained. Sir Henry and his officials have told us that the least amount they 
can get along with is the amount given in their estimates here; probably they 
might be able to cut that down by a percentage. Half of the year is gone, and 
the Canadian National has not authority to go on and float their issues, etc. 
I think we should leave these estimates and pass these Bills as soon as possible— 
one of them was introduced on June 2nd, and the other on June 10th—and go 
on and enquire in regard to the shipping on the Canadian National Railways 
and get such information as we can; and I make that suggestion in good faith. 

I suggest that we take up Bill 79 and Bill 83 and report them back to the 
House and let the House pass the Bills, and then the Canadian National Rail- 
Ways can go on. ; 

Mr. Durr: I would agree with that suggestion, except if some member 
of the committee has some special matter which he wants to discuss, I would 
not shut it off; if it is just a general discussion, I would agree with what has 
been said. 

Mr. Hanson: What are the Bills about? 
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Mr. Brausien: They have both been referred to this committee by the 
House. Bill 83 is a Bill to authorize the guarantee by His Majesty of securities 
to be issued under the Canadian National Railways Financing Act, 1931; and 
the effect of Bill 79 is to authorize the provision of moneys to meet expendi- 
tures made and indebtedness incurred during the calendar year 1931. The 
object of this Bill is to authorize the Canadian National Railway Company 
to issue securities to the extent of $68,500,000 for the purpose during the year 
1931 of financing where the amounts available from Net Operating Income 
or Investments may be insufficient. 

I think my suggestion would hasten everything. 


The Cuatrman: There is no resolution, of course, before the committee. 
All I have to say in reply to the honourable gentleman is’ that during the last 
two or three days we have been practically discussing this very bill that he 
speaks of, by going through in detail the matters that are contained in the 
Bill, and I think we have been doing our work properly. It will only take 
another day to clean up these matters and then’I think you will be in a position 
to say in a few minutes whether the Bill suits you or not. 


Mr. Brausren: I have no objection, Mr. Chairman, and I am not trying 
to throw any reflection on what the committee has been doing; but still, if 
we have been considering the Bills, it was not with my knowledge. 


The CuatrMan: The Bill provided for the. expenditure of $68,000,000, 
and that is what we have been discussing. If any man here does not know that, 
it is time he did know it. 

Mr. Braupren: Probably I do not know as much as you do, but perhaps 
I. will when I am of your age. 

The Canadian National Railways, unless the Bills are passed pretty soon, 
will have to finance in some other way, they will have to go. to the Finance 
department and get some loans of some description. If I am not correct, I 
wish to be corrected. 


The Cuarrman: They have already done that. If you have a resolution 
to put before us, if you feel sore— 

Mr. Breausien: No, I do not feel sore. ‘This is only a suggestion I am 
offering. 

The CHAIRMAN: If you have not a resolution, I cannot put it. If anybody 
else has anything to say on the subject, let us hear it. What we are doing 
now is really discussing this Bill; and when we come to the Bill itself it will 
take but a very short time, probably not five minutes, to put it through. 

Mr. Breausren: If that is your interpretation, all right. 


Mr. Gray: Mr. Chairman, you have been very fair in giving us latitude 
for this discussion. I have gone through what we have had before us, and to 
my mind as to the estimates which are before us, I have always felt, when I 
have been on this committee, that we are really a rubber stamp, because a 
great deal of it is already committed. It seems to me we have been given 
already a very full explanation of matters. If there is something which Mr. 
Beaubien or somebody else has in mind, we might have it; but to start wading 
into that book of estimates seems to me to be a waste of time. I may be 
wrong in that. As far as I am concerned, I would be agreeable to passing on 
the Bills to-day. 

The CHarrMaN: As far as this statement is concerned, I have given every 
possible latitude to every member, and if the members are satisfied that they 
have got all the information that they desire regarding this matter, I am per- 
fectly content. I have perhaps spent more time on it than any of you, but it 
is up to you yourselves; I am in the hands of the. committee 
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Mr. BreauBien: The reason I did not make a motion was that I wanted to 
have the sense of the members of the committee. 


Mr. Hanson: I perhaps have taken a good deal of time with this committee, 
but I think the impression which we have received has fully justified any time 
or labour which has been given to the committee. My main object in relation to 
the committee this year is not so much examining in detail the figures which 
have been brought before us. I venture to say that no one member of the com- 
mittee has been able to digest the figures which have come before us in any 
year. Firstly, we do not have them available early enough to make a study of 
them, as we only get them when they come before the committee. 

My definite idea this year was to bring before the committee, so far as I 
was able in an humble way, the seriousness of the financial condition of the rail- 
way company and to get the seriousness of that across to Sir Henry Thornton 
~ and his officials, and to get from them an expression of their realization of that. 

That has been accomplished, and I think a great deal of good will be done for 
the coming year; and that having been accomplished, I am content to go very 
litle further into the figures in these estimates. Personally, I would pass them 
to-day. There is just one reserve, on one feature, I would like to make and this 
is a question which arose in a debate in the House, precipitated I think by the 
Minister of Railways and joined in by the leader of the opposition, and that is 
the switching of appropriations. I think that is an important principle and we 
ought to deal with it, and we ought to afford Sir Henry Thornton an opportunity 
of making a defence to what after all is a rather serious matter. That is the 
only major topic to which I would like to advert before passing this Bull. 

Sir Henry THorNToN: Might I answer that very important question which 

Mr. Hanson has raised? In many respects I share his point of view and the 
point of view of others who algo have expressed opinions with respect to the 
effect of the switching of expenditures. 
In the operations of a railway such as the Canadian National Railways 
with its ramifications, extending as it does from the Atlantic to the Pacific, ib 
is exceedingly difficult for the officers of the company, no matter how sincere they 
may be or how intelligent they may be, to anticipate with absolute precision all 
the expenditures which may be necessary for the conduct of the railway during 
the year. But within a reasonable margin of error—and I will be perfectly free 
to say that I think that margin of error has been greater in the past than it 
‘should be in the future,—but within a reasonable margin of error we certainly 
should be able to anticipate the character of expenditures and the items which 
should be included in the year’s budget. 

We cannot hope to possibly reach 100 per cent, but we have made this year 
» far greater effort than ever to meet the point which Mr. Hanson has raised, 
and there has been adopted by the Board of Directors a proposal which is before 
the Council of the Government, that a committee of three shall be set up, a sub- 
committee of the Directors, to deal with that particular item. 

All I can say in answer to the question which Mr. Hanson has raised is that 
I think his point is in general very well taken, and certainly we do not want to 
be in the position of switching any considerable number of expenditures which 
have been put down in the budget, from one item to another. Of course it may 
happen that an estimate for a certain improvement, which is considered desirable 
in January for some alteration in traffic conditions, or something of that sort, 
may prove to be an unwise thing in June; but those cases should not be con- 
siderable; in fact, they ought to be negligible. 


Mr. Hanson: Such a case as that does not involve switching an estimate. 


Sir Henry THornton: You might find that one thing was an undersirable 
thing.to do, but another thing for which an amount has been put down in the 
estimates ought to be altered or extended or increased in quantity, or something 
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new might come up. We cannot, to save our souls, anticipate everything that 


is going to happen on this railway for twelve months in the year ; but, on the — 


other hand I frankly admit that I think we have been somewhat lax in that, in 


the past. I am just as free to make an admission with respect to that as I am 


to defend any proposition which I think is sound. And I can assure Mr. Hanson 
and all the other members of this committee who hold his views, that we are 
fully seized of that; and I venture the prediction, in all sincerity, that there 


is going to be very much less of that in the future than there has been in the © 


past, and that when the end of the year comes and we meet next year, as I hope 


we will all do, in good health, and all of you representing your respective con- 
stituencies, that you will find that the switching to which Mr. Hanson has 


referred has been reduced to a degree which will be acceptable and as reasonable — 


by himself and by every other member of this committee. I do not know that 
I can say much more on that, Mr. Hanson. 


Mr. Hanson: I think you have covered the position; but I think this ought | 


to be adopted as a principle, that the railway company should not be prohibited 
from switching in an emergency which might arise, or if better judgment might 
arise in the light of new information of importance, but that should be taken 
up, not with this committee but with the Department. 


Sir Henry THornton: That is exactly what is going to be done, Mr. Hanson. 


Mr. Hanson: Then I am satisfied. 

The CuatrMan: There is one thing to which I want to call the attention 
of the committee. At meetings of this committee in other years, I have heard 
Sir Henry Thornton make a statement—I cannot recall the exact date but I 
remember quite distinctly that he made a statement to us which was to this 
effect—that in future he did not expect to be called upon for any considerable 
expenditure in respect to the Western Lines of the Grand Trunk, that is the 
American Lines. I notice this year that there is a very considerable capital 
expenditure proposed, and I would like to have a statement from him on that 
subject. It was generally understood that that line was in a position to carry 
itself for the future. 2 

Sir Henry THornToN: That is true, Mr. Chairman. 

Mr. Hanson: I would like to add, Mr. Chairman, that there is in the 


minds of some of the people in this country an objection to any large capital. 


expenditure upon any railway outside of Canada. I think some capital expendi- 
ture might be necessary, but not any large expenditure in a railway located 
outside of Canada. . 

Sir Henry TuHornton: In that connection, I would like to point out that 
the Canadian National Railways system owns two lines which are outside of 
the frontiers of Canada, and which came to us as inheritances from the old 
Grand Trunk Railway system, namely, and more immediately, the Grand 
Trunk Western, and also the Central Vermont Railway. 

The Grand Trunk Western Railway is an important integral part of the 
Canadian National Railways system, first, because it serves a very important 
industrial area in the State of Michigan, from which we derive a very con- 
siderable traffic; and secondly, because it provides an entrance to the City 
of Chicago and an entrance to that gateway. Chicago is one of the great 
trafic gateways of the North American continent, There focus in Chicago 
pretty much all of the important railways which serve the western part of the 
United States, and we derive a very considerable revenue from interchange of 


traffic both ways. We also derive a very considerable revenue from industries — 


which are located in the State of Michigan, which really represent the majority 
of the automobile manufacturing concerns in the United States. . 
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~ Tf our lines ended at the Detroit River, we would be in an exceedingly 
disadvantageous traffic position. We would have no direct entrance to the 
important Chicago gateway, and we would not be in a position to command 
the traffic which we now command from industries located on our lines in 
Michigan, which represent the General Motors, the Ford works, the Chevrolet 
and all of the important automobile manufacturing concerns in the United 
States, or at least most of them. 

Not only is that traffic so derived of value to the Canadian National Rail- 
ways itself, but it also pays a tribute to Canada in this sense. Every carload 
of automobiles which we ship from the State of Michigan to either the Niagara 
gateway or the Montreal gateway and down into New England, or any car- 
load of general traffic which so originates, results in the employment of just 
that many more Canadian enginemen, firemen, brakemen, conductors, track- 
men and others who are employed on our railways. That is to say that we not 
only make money out of that traffic in itself, but 1t adds to the potential 
employment which we can give to employees of the Canadian National Rail- 
ways because that traffic passes through Canada. 

The Chairman is quite correct. I said, I think it was two years ago, that 
the position of the Grand Trunk Western was exceedingly satisfactory and 
that I anticipated that that property in the future would be an asset, in so far 
as it would carry its own expenses. But there was a depression which hit us, as 
you all know, in the autumn of the year 1929, which peculiarly and particularly 
affected the automobile business; many works were closed, many others were 
partly closed and there was a reduction in traffic similar to that which. afflicted 
every other railway on the North American continent, and which two years ago I 
never anticipated, not for one moment. 

Notwithstanding that, I still feel that the position of the Grand Trunk West- 
ern and the Central Vermont, to which I will refer in a moment, immeasurably 
strengthens the traffic position of the Canadian National Railways and 
materially contributes to our gross revenue and distinctly are assets to the people 
of Canada as a whole, particularly to those who live in the Province of Ontario 
and the Province of Quebec. 

The Central Vermont has been a peculiarly satisfactory railway. That went 
through a receivership, and last year for the first time in the history of the rail- 
way, it not only made all of its fixed charges but had a surplus of somewhat more 
than $150,000. 

I have often heard the opinion expressed that we should not own any railway 
lines outside of Canada, that we should divest ourselves of the Grand Trunk 
~ Western Railway— ; 

Mr. Hanson: I do not go that far. 
Sir Henry THornton: But I have heard that view expressed. 


Mr. Cantuey: I go that far, Sir Henry, and I think the day will come when 
many other people will go that far. 

The CuarrMAN: I have understood that the management of the road has 
suggested such a thing as that themselves, and I would like that gone into a little 
by Sir Henry. : | 3 

Sir Henry Tuornton: Mr. Chairman, I do not think any responsible officer 
of the Canadian National Railways, and certainly not myself, ever suggested 
that. I do not think there is an official of the Canadian National Railways that 
would contemplate the divestment of the Grand Trunk Western and the Central 
Vermont as being any thing but a catastrophe. 

The CHatrMan: Provided you had some arrangement for running rights? 


Sir Henry THornton: I cannot conceive of running rights which would be 
the equivalent of our present rights. 
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Hon. Mr. Euter: That suggestion, Mr. Chairman, was embodied in a reso- 
lution in the House some years ago. 

Sir Henry Tuornron: I can only give you my own judgment as one who 
has had some experience in railway enterprises, and I say that to abandon our 
entrance to the Chicago gateway and to abandon the opportunity for traffic on 
the Western Lines, and to abandon the opportunity for traffic in the State of 
Michigan would be nothing but catastrophic and it would have a very serious 
detrimental effect upon the revenues of the Canadian National Railways. 

I do not want you to accept my words for this. Some of you may think I 
am speaking as a prejudiced party; but I would like Mr. Hungerford, who has 
been connected with the property for a number of years, to say what he thinks 
about it. I think you should have the opinion not only of myself but of the 
other officers of the company who are familiar with its operations. 

Mr. Huncerrorp: Mr, Chairman, all I have to say is that I agree with Sir 
Henry Thornton in what he says as to the Grand Trunk Western. In my opin- 
ion it would be a disaster to have that line separated from the Canadian National 
Railways system. 

Incidentally, in connection with the capital expenditure on the Grand Trunk 
Western, it might be of interest to point out that a rather large proportion of 
our capital expenditures over there is for grade separations, which of course we 
are compelled to carry out. 

Mr. Durr: What about your answer, Mr. Chairman, to the question about 
capital expenditures? 

The Cuatrman: That has been satisfactorily answered. I wanted to know 
what the capital expenditures particularly consisted of, 

Sir Henry TuHornton: They have been for things which it was difficult if 
not impossible to escape. And may I just go on for a moment? The Canadian 
National railway, with respect to its lines in the United States, might be described 
as a visitor. I can only say that in so far as that is concerned, we have received 
the most extraordinarily friendly treatment from all of the public authorities in 
the United States and the Inter-State Commerce Commission itself. Our rela- 
tions with that Commission have been most agreeable. There has never been 
any question raised of nationality with respect to our ownership; and far from 
finding what you might possibly expect, a feeling of resentment that a foreign 
government should own lines in another state, we have been received with ali 
the courtesies and with all the kindness which is extended to a visitor within 
a man’s house. They have helped us and they have, if anything, given us the. 
best end of it; and when it comes to the interchange of traffic and the examina- 
tion of traffic by the Customs Department at points where we cross the border 
of the United States, the United States authorities have accepted our suggestions 
and have accepted our examinations; -have even in the matter of examination 
for the possibility of concealed liquor shipments, taken the words of our in- 
spectors; and all I can say is that we have been extraordinarily well treated 
and there has never been the slightest feeling of resentment. 

Mr. Power: Sir Henry’s words are an incentive to boot-legging on the 
Canadian National Railways, and should be excluded from the record. 

The Cuarrman: Now, just a word. We have had Sir Henry’s explanation 
with regard to the Grand Trunk Western, and there is one other line which has 
been the cause of considerable irritation, especially in the Maritime Provinces, 
and that is the Portland Line. Ag I understand the situation, that line is not 
being used to the same extent as it formerly was used, because of objections 
from Saint John and Halifax, and I would like to know if there is any possibility 
of ridding ourselves of that particular piece of line, because if we cannot use it, 
it might be well worth while to hear Sir Henry’s statement about it. 
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Sir Henry THornton: I would like that what I have to say about that 
should not be reported. 

The CuamrmMan: My answer to that is that we will not take it now. We 
will defer that particular statement to another time when we are in committee 
without having a reporter. Does that meet with your ideas? 

Hon. Members: Carried. 

Mr. Hears: Mr. Chairman, Mr. Beaubien has raised a point which might 
be decided now, as to the bringing of all the officials of the company here. 
They have to be here in case any questions are asked on which information 1s 
required; and I think the quicker these men can be got back to their work 
the better for all concerned. 

The Cuamman: I am in your hands, as far as that is concerned. I have 
tried to keep order, and you have all helped me in every way; but as far as 
this suggestion is concerned, it is absolutely in your own hands. 

Mr. McCGippon: Mr. Chairman, apropos of that, there is a story around 
that certain of the men come here every session and make speeches, and after 
they have spoken, they think the House should prorogue. 

Mr. Durr: After our meeting last night, which of course I cannot say very 
much about because it was private, but after the information which we received 
at that meeting, both from Mr. Grant, Sir Henry and the Minister of Railways, 
I am inclined to think that unless there is some particular item which some 
member of the committee wants to bring up, we could very well pass a resolution 
which I am going to move. When I move this resolution, it does not mean 
that somebody may not have something to say; I do not wish for a moment 
to deter any member from asking any question with regard to the statement, 
but in order to bring it properly before the committee I am going to move that 
the report and estimates of the Canadian National Railways be accepted by 
the committee and adopted. 

That will bring the matter clearly before the committee, and then if any 
member wants to ask any question, he will be at liberty to do so. 

Mr. Fraser: Let me ask what is the situation with regard to the Grand 
Trunk Pacific branch lines? Are they a paying proposition or are they a load 
on the railway? 

Sir Henry Tuornton: May I ask you particularly:what you refer to? 

Mr. Fraser: That from Jasper. 

Sir Henry THornton: That is part of the main line. 

Mr. Beaupren: Mr, Chairman, I will second Mr. Duff’s motion. 

Mr. Geary: Mr. Chairman, nobody at this end can hear anything that 
is said by anyone a third of the way up the table, and much less can we hear 
Sir Henry or the Chairman. 
| Sir Henry THorNton: Can you hear me now, Colonel? 

Mr. Geary: I can, when you look at me. 

Sir Henry TuHornton: There is nothing I would rather look at. 

Mr. Hansury: I would suggest that the speaker might stand. 

The CuarrMan: Instead of two or three talking together, if the gentleman 
addressing the chair would stand up, it will be far easier to hear him, and then 
the others can hear him and keep quiet. 

Mr. Fraser: Mr. Chairman, my question is, what is the standing of the 
line from Jasper to Prince Rupert? Is it a paying line or not a paying line? 

Sir Henry Tuornton: It is not a paying line. 

Mr. Fraser: How far does it go behind? 
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Sir Henry THornton: We do not keep our accounts in that way, but I 
can answer that as a line it is not a paying line. A direct answer to the ques- 


tion would be only an estimate, and it would be almost impossible to get at 
because it is a part of the main line. 


Mr, Fraser: And the accounts are not kept separate? 
Sir Henry THornton: No. . 
Mr, Fraser: Then I cannot get that information. Now there is a question 


which I asked the other day about the steamships on the Pacific Coast; and 


before I proceed, I want to make this clear, that I am separating them into two 
distinct branches, the coastal service and the triangle run, as between Seattle, 
Victoria and Vancouver. I would like to know, in the first place, what. is 


your revenue, and your operating expenses, or your losses and profits, whatever | 


they are, with regard to the coastal steamships, and how many ships have you 
operating there, and any other information you may have in a general way. 
Sir Henry THornton: I cannot Separate the service between Prince 
Rupert and Alaska from the other services, because it is kept all in one service. 
Can you do that, Mr. McLaren? 
Mr. McLaren: Not- very well. 


Mr. Fraser: I want to make it clear. The question has been asked me 


whether it belongs to the Canadian National or the steamship company, 

Sir Henry TuHornton: It is all Canadian National. 

Mr. Fraser: It-is all in the consolidated statement? 

Sir Henry TuHornton: Yes, sir. Have you any information on that? 
Or perhaps you can explain that. . 

Mr. McLaren: I think we could give that, regarding the steamships. 

Sir Henry THornton: You have a general statement with regard to the 
steamships .and the routes, and one thing and another, haven’t you? I want 
only the coastal boats. : : 

Before we go to the general financial statement, I might make this state- 
ment, that our steamship services on the Pacific Coast. consisted of, I think, 
three larger vessels. There was the Prince Rupert, the Prince George and the 
Prince John. There was also a smaller vessel, the Prince Charles, that was 
employed in summer services between . North Queen Charlotte Islands and 
calling at Stewart and Anyox: but the three principal vessels, which repre- 
sented the services between Victoria, Vancouver, Prince Rupert and Alaskan 
ports, were the Prince Rupert, the Prince George and the Prince John. Those 
vessels were largely for the purposes of supplying services in connection with 
the tourist business up and down the coast. They. were also linked in with 
what we call the triangle tour. That is to say the tourist would take a vessel 
from Vancouver to Prince Rupert, would there disembark and take the train 
to Jasper, spend some time at Jasper and then return by rail to Vancouver. 
That constituted what we call the triangle route, as distinguished from the 
triangle service, including Victoria, Vancouver and Seattle. 

Those vessels were originally built and put on many years ago for tourist 
purposes, and it was found about two years ago— 

Mr. Fraser: As a matter of fact, they are a part of what you inherited 
from the old Grand Trunk Pacific? ; 

Sir Henry TuHorntron: Oh, yes, quite so. We felt in 1928,—and when I 
say that, I mean the traffic officers, the executive officers of the company, and 
myself—that tourist business showed sufficient. promise to justify additions to 
the fleet. 

My recollection is that during the heavier tourist season we had insuffi- 


cient accommodation to take care of the traffic that offered. Futhermore, 
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because of the pressure of business, we had retired from the Seattle service. 
We had formerly and for many years been running our vessels between Van- 
—eouver, Victoria and Seattle. 

: - For instance, one of those new boats very recently took a party represent- 
ing the Canadian Chamber of Commerce and the Canadian Board of Trade 
to South America. It was on this service for something like a couple of months, 
as I remember it offhand, and there was the further opportunity, during the 
winter time, of running a service for tourists from Vancouver to the British 
West Indies through the Panama Canal and so on. So for all those reasons 
: we came to the conclusion that having regard to the trend of business at the 
: time, and the conditions which existed then, that to protect the revenues of the 
company and to take advantage of the business offering, we were justified in 
; asking governmental approval for the construction of three additional boats. 


Now, at the moment—and I hope I violate no confidences in saying this—the 
Canadian Pacific Railway and ourselves are considering some joint arrange- 
ment for the purpose of pooling our vessels in coastal service on the Pacific 
Coast, extending those services to San Francisco, and operating our respective 
coastal facilities as a joint proposition. The traffic officers of the two com- 
- panies have that now under consideration. I might just at this time go further 

and say that this is only one of three other important joint arrangements which 
_we have under consideration with the Canadian Pacific Company. I can fur- 

ther say that as the result of two or three meetings which Mr. Beatty and I 
_ have had in the last two months, we are endeavouring to avail ourselves mutu- 
ally of such facilities as we both have which profitably lend themselves to 
mutual operation, for the purpose of saving money for both companies, and 
making money also for both companies. This coastal service question to which 
-Mr. Fraser has referred is one of those which we have under consideration, and 
both companies: are getting together wherever we can to try to save money 
for each of us, and to take money for each one of us. We both realize that 
__ the times are such that there is more money to be made out of co-operation 
' than out of competition. Now, that does not mean that in any sense the 
public is going to suffer, but we are simply trying to pursue the course which 

two intelligent administrations would follow when they are confronted with 
the same problems. | 

Mr. Geary: Has the loss been very heavy? 


Sir Henry THORNTON: That is just a general narrative, a general explana- 
tion that I have tried to give to this committee as to how it came about that 
our services were enlarged, and what we are trying to do with those services 

in a co-operative way. I will ask Mr. McLaren, who I believe has. the results 
of operation, to give you that information; and in that connection I would ask 
you to remember that these vessels were not in operation for anything like the 
whole of the tourist season of last year. Now, Mr. McLaren, could you give 
the committee the dates at which the respective vessels went into commission? 
, Mr. Fraser: What are the names of the new vessels? 
e. Mr. Farrweatuer: The Prince Henry and the Prince David. 
Sir Henry TuHornton: There is a third vessel, the Prince Robert. 
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ag Mr. Fraser: Is the Prince Robert not delivered? 

Bas Sir Henry Tuornton: Not yet. Now, let me give the dates at which 
- these vessels went into service. 

. Mr. FarrweaTuerR: They were put into service August 12th, 1930, and on 
_ July 30th. I refer to the Prince David and the Prince Henry. 

om Mr. Hanson: You had the Robert. 

: ; Sir Henry. THornton: When I say commission, I mean put into commis- 
sion on these coastal services. It was used in South America. 

‘ 
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Hon. Mr. Rogers: You had a boat down in Nassau during part of the year, 
had you not? 

Sir Henry THornTon: That is one of the regular West Indian service boats; 
it was not one of these three coastal boats. Oh yes, that is a separate proposi- 
tion altogether. There were five boats built as the result of the West Indian 
Trade Treaty which the government negotiated, and one of the obligations of 
that Treaty was that the Canadian Government should cause to be built and 
put into. effect certain services between Atlantic Canadian ports and West 
Indian ports; but this is quite a separate and different project that we are talk- 
ing about. 

The CHAIRMAN: That is a separate company known as the Canadian 
National West Indies Steamship Service. 

Mr. Durr: That. is it. 

Sir Henry Tuornton: We ran the Prince Robert. The Prince Robert was 
delivered in November, and she was run on two or three excursion trips to the 
British West Indies, and then, on February 22nd, as I recall the date—I may 
be two or three days out—but it was something like that—then she started on 
her cruise to South America with the Canadian Trade Commission. 

Mr. Fraser: Has she been on the coast yet—on the Pacific Coast? 

Sir Henry THorRNTON: She is in service on the coast now. 

Mr. Hansury: Is she in the triangular service? 

Sir Henry TuHornton: In the whole service. 

Mr. Fraser: Were those three boats specially built for the triangular ser- 
vice between the three cities? : 

Sir Henry THornton: We do not distinguish between what you call the 
triangular service and the coastal service. Because of the addition of these 
three new vessels to our service we were able to render what you call the tri- 
angular service, but that is only part of the Canadian coastal service. All of 
these vessels call at Vancouver, Victoria and Seattle, or rather, to put it the 
other way, they call at Seattle, Vancouver and Victoria, and then proceed to 
Prince Rupert and Alaskan ports, and back again to Seattle around the same 
route. What you call the triangular service is part of the whole coastal service. 

Mr. Fraser: No, that is not my contention, Sir Henry. 

Mr. Hanpury: The C.P.R. run on a different basis, do they not? 

Mr. Fraser: I am not too sure of my ground. What I thought was that 
we had put on this new service during the last year for the special purpose of 
taking care of that traffic which was traffic particularly between the three cities 
—the same service as the C.P.R. 

Sir Henry THornton: We have no vessel which run exclusively or solely 
between: Vancouver, Seattle and Victoria. We have vessels that run between 
these ports, and in addition to that proceed on their journey northward touching 
at Prince Rupert and various Alaskan ports. ’ 

Mr. Fraser: You have no regular service then between the three cities? 

Sir Henry Tuornton: We have a regular service, but not a service that 
is exclusively limited to those three cities. 

Mr. Fraser: There are none of your boats that are exclusively on that 
particular trip, on the trip between the three cities? | 

Sir Henry THornton: That is right. In other words, what I mean to 
make clear is that what you call the triangular service is only a part of the 


whole coastal service performed by the same boats that are engaged in the 
same coastal service. | i 
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Mr. Fraser: This is clearing the thing up. Now, you have these three 


a new boats, the Prince Henry, Prince David and Prince Robert, and in addition 


to calling at Vancouver, Victoria and Seattle they also call at. Prince Rupert 
and Alaskan Ports. 

Mr. Durr: And they also call at ports between Vancouver and ee: 
Rupert? 

Mr. Kennepy: I would like to ask a question regarding the earnings on 
tonnage moving over northern Alberta railways. 

Sir Henry TuHorNTonN: Just a minute, Mr. Kennedy, and I will answer 
Mr. Fraser. I am sorry, but I am wrong, Mr. Fraser; I have given you wrong 
information. Two of those boats are in that. 

Mr. Gatuoway: There are three boats, the Prince Henry, the Prince 
Robert and the Prince David. Two of them operate in the summer season in 
the ordinary triangular three city service; one of them operates from Van- 
-couver in the Alaskan service. There are three boats altogether. 

Mr. Fraser: Is that all you have altogether—three ships—six is it? 

Mr, GauLoway: Six or seven altogether. 

Mr. Fraser: Where are these operated? 

Mr. Gautoway: The Prince George and the Prince Rupert in conjunction 
with the Prince Henry operate the so-called Alaskan service in the summer 
months. 

Mr. Fraser: Of course, I am in Victoria quite a bit, but I was not positive. 

Sir Henry THorntTon: That was a service in which we were at one time 
engaged. This is a re-entry of that service. 

Mr. McGisson: What was the cost of these new vessels? 

Mr. FarrwkatTHER: Cost at December 31st, 1930: The Prince Henry, 
$2,167,298: Prince George, $2,158,203; Prince Robert, $2,206,889. 

Mr. GREASE Six and a half million dollars. 

Hon. Mr. Rogers: Are they profitable on those runs? 

Mr, Durr: They have not been on long enough. 

Sir Henry Tuorntron: Mr. Fairweather will give you the results of last 
year, but remember they were not in the service the whole of last year—only 
a part of the tourist season. 

Mr. FarrweatHer: I shall give the net revenue from operation. First, as 
Sir Henry has explained, these boats were not in the service for a full year, 
and the whole picture is therefore somewhat distorted. Between Vancouver, 
Prince Rupert, Anyox, Stewart, Ketchikan, there was a loss, after operating 
expenses of $107, 000. 

Mr. FraAsrr: For the whole ole 

Mr. FarrweaTHer: For the year as reported. Vancouver to Alaska, there 
was a profit of $59,000. Vancouver, Prince Rupert and Queen Charlotte Islands, 
there was a loss of $61,000 on the three city service. 

Mr. Farsweatuer: There was a loss of $157,000. 

Mr. Gattoway: One ship since August 12, 1930, and the other sometime 
about the middle of September. 

Mr. FarrRwEATHER: Special excursions contributed to net revenue $70,800. 
_ The total represented a loss on operating account of $258,000. 

_ Mr. McGiszon: What would be the total loss including capital investment? 


Mr. Farrweatuer: The total loss on all services including the interest on 
capital and depreciation on the boats was $547,000. 
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Mr. Durr: These boats would contribute to the railway revenues, would 


they not? 

Sir Henry THorNTON: Oh yes. 

Mr. Durr: Which is not included in this? 

Sir Henry THornton: Yes. We have a statement showing the number 
of inter-line tickets. x 

Mr. FarrweatHer: To Skagway we sold a total of 4,541 tickets; to Juneau 
274; to Ketchikan 378; to Wrangel 96. That makes a total of 5,389 tickets. 
C.N.R. rail line passenger revenue derived from that business in 1923 amounted 
to $156,000. 

Mr. Hanson: I would like to suggest this, that there is just traffic enough 
for one good route up there, and we had better get the thing coordinated as soon 
as possible—$10,000,000 a year for one little service like that is pretty large. 

Sir Henry THornton: That is exactly what I explained a moment ago, 
Mr. Hanson, that the Canadian Pacific and ourselves are working on a proposi- 
tion to operate our respective coastal services in a cooperative way. 

Mr. Hanpury: Is it not true that in considering the Alaskan service, last 
year was the first year for many years that it was possible to get accommoda- 
tion during the tourist season? 

Sir Henry THornton: That is quite true. 

Mr. Hanspury: Previous to that it was necessary to make reservations six 
or seven months in advance if you wanted to get in on the Alaskan trip. 

Mr. McGisson: That does not mean you are making any money out of it. 

Mr. Fraser: I have nothing to say about the coastal services as we call 
them, from Vancouver to the north; they were inherited, as we have been told, 
by the railway; but my point is this: that we have an inter-city service, a tri- 
city service, and I would like more figures and more information before I can 
satisfy myself that that service was justified. : 

Sir Henry THornton: I understand that that too was a service which we 
inherited. I mean to say that we were in that service at one time, and because 
ot a lack of ships we abandoned it. 

Mr. Fraser: That may be correct as far as you are concerned, but you 
were out of. it. 

Sir Henry THornton: Oh, unquestionably. ; 

Mr. Fraser: The service which was provided by your competitor was a 
first class service? 

Sir Henry THornton: Undoubtedly. 

Mr. Fraser: Now, that amount of money has been put into this service, 
and has it been a profitable service? We are looking for ways to save money. 
Sir Henry THornTon: Precisely. 

Mr. Fraser: And I believe that that service is one where money can be 
saved. The service was well taken care of before you came into it. 

Sir Henry THornton: I tried to point out to you repeatedly, two or 
three times, that that is exactly what we are working on now, 

Mr. Heaps: May I ask in connection with the amalgamation between the 
two services between the three cities, whether that deficit will be wiped out 
by that amalgamation? 


Sir Henry THorntTon: I cannot answer that. I do not. know. Of course 


I am sure you will all realize that both our calculations and the calculations 


of the Canadian Pacific Railway have been entirely upset by the depression 
through which we are passing, and I don’t know what the Canadian Pacific 


figures are on their service. I do not know what they were before we resumed — 


our position in the service. ! 
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Mr, Hmaps: Is it the intention to utilize the boats that will be laid up as 

the result of that effort in any other service? 

. Sir Henry TuHorntron: One thing I know to-day, and it is a very profit- 

able field, is the extension of service to San Francisco. How that is going to 

result I do not know. Your estimate is just as good as mine, excepting that 
we think that there is a profitable field there for the extension of our joint 
services to San Francisco. : 

! Mr. Heaps: I presume that you are likely to bring about the amalgamation 

of the services between the three cities? 

: Sir Henry THornton: We are trying to work that out now. Our officers 

are in conference, and if it were.not for the fact that they are here to-day and 

4 have been here for two weeks at least, they would have been in conference with 

the Canadian Pacific officials, and have tried to work this thing out. 

i Mr. Durr: Is it a fair statement to say that you did not put on these new 
 boats—the suggestion was made that that service was abandoned some time 

E. ago—is it not a fact that during the time you abandoned the service the rail- 
way revenues suffered, giving the C.P.R. the advantage of the water service 

all to themselves, and, consequently, they got most of the rail business ? 

Sir Henry THorNToN: Unquestionably. 

be Mr. McGrsson: The figures just given regarding the number of tickets sold 

is rather illuminating. 


a . Sir Henry TuHornton: Of course, Doctor, you are dealing with only a 
_ part of last year’s tourist season. And, furthermore, you are dealing with a 
3 period in which the whole North American Continent has been passing through 
: a depression. 

fs. Mr. McGipspon: I quite agree with your latter statement. I was talking 
about Mr. Fairweather’s statement concerning the number of tickets you sold, 
ee over the route. 

sO Mr. ~Farrweatuer: I am sorry if I have given the wrong impression. The 
Be figures I quoted were with regard to railway ticket sales to Alaska only. Now, 
Be on the Alaska trip, not only did we make $156,000 on the rail, but on the 
_ Alaskan service we made a net profit on the steamship services of $59,000. The 


sale of tickets to and on the railway in connection with our other boat services, 
Ihave not got here. That information has not been taken out. 


= Mr. Durr: If you had not had these boats on the route between Seattle, 
_ Vancouver and Victoria, would your railway revenues have suffered? 
Mr. Farrweatuer: I should say so, yes. 


; Sir Henry THornton: Unquestionably. And I will say this: every intelli- 
gent business executive anticipates the future state of business, and tries to pre- 
pare his production to meet that situation. Now, when we built these boats, 
we did not imagine, nor did we expect that for the first year or two they were 
going to jump to their maximum, that we were immediately going to find them 
profitable; but having regard for the general trend of the tourist business, par- 
ticularly on the Pacific Coast, we felt that we should prepare and provide such 
vessels as would put the Canadian National Railways in a position to get its 
_ proper share of that tourist business from year to year, as we and every other 
_ railway anticipated would result. 

i Hon. Mr. Ever: If you put a service on will that put you in competition 
with some other existing service? 

Sir Henry Tuornton: I do not know whether it will or not. I think there 
are a couple of lines that operate, but at the same time they do not own the 
ocean, and we have just as much right on the part of Canada to get business 
from the United States as the United States has to get business from us. 
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Hon. Mr. Ever: I am not questioning your right. What is in my mind 
is this: if there is an existing line there now could you go into that profitably? 

Sir Henry THoRNTON: We believe that our vessels are so superior, so much 
more satisfactory, so much more attractive, that we can get a very measurable 
proportion of that business. 

Mr. Fraser: What was the loss on these inter-city boats in the month of 
November or December? Have you it segregated in that way? 

Sir Henry THorntTon: No. 

Mr. Fraser: What was the loss on these new boats from the time they went 
on the service—the tri-city boats—until the end of the year? I suppose that is 
as far as you can go? 
Mr. FarrweaTHer: The loss would be $157,000 on the triangular service. 
That is on operating account. 

Mr. Fraser: Over cost? 

Mr. FairweatHer: Yes. And in addition to that it had to take care of 
insurance. After everything, it amounts to $267,000, counting depreciation. 
Mr. McGrsson: I understand you made a profit of $200,000 on your north- 
ern lines? 

Mr. FarrweatTHER: No, sir. I said on the Vancouver-Alaska service. There 
was an operating profit of $59,000. 

Mr. McGreson: There was a total loss of how much? 

Mr. FarRWEATHER: Of what service are you speaking? 

Mr. McGisson: The whole service. 

Mr. FarrwEATHER: On the whole service, after interest and depreciation, 
the loss on the boat service was $547,000. 

; Bit McGipson: You deduct one from the other and you get your southern 
oss‘ 

Mr. Durr: It is not fair to segregate the water route from the railway; you 
get business from having the boats for your railway. 

Sir Hpnry THornToN: We cannot segregate it that way. ; 

Mr. Fraser: These boats were delivered in August on the Pacific Coast. 
Mr. Gautoway: One was put into service on August 12th, 1930; the second 
one was put into service on September 4th or 5th. 
Mr. Fraser: Which was the first one? 

Mr. Gauttoway: The Prince Henry. 

Mr. Fraser: The David was the second, and the Robert was the third? 

Mr. Gautoway: Yes. 

Mr. Fraser: Were they built by contract? 

Sir Henry Tuornton: Tenders were asked for and the contract was 
awarded to the lowest tenderer. , 

Mr. Fraser: Who were the builders? 

Sir Henry THorntTon: Campbell-Laird of England. 

Mr. Fraser: Were they all built by the same firm? 

Sir Henry THornton: Yes. We asked for a number of tenders, and, of 
course, awarded the tender to the lowest bidder. 

Mr. Fraser: Have they been finally accepted from the builders? 

Mr. Gattoway: Yes and no. The builders guaranteed them for six months 
after delivery and they are responsible for any defects that might occur in the 
hull or machinery within the six month service period. 

Sir Henry Tuornton: Now, we had some trouble. On which boat was 
that, Mr. Galloway? | 
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; Mr. Gattoway: There was some trouble in them all. 

4 Sir Henry Tuornton: We had some trouble with the turbines, and that 

matter is now being taken up with the builders for adjustment. 

Mr, Durr: They send their own engineer for six months. 

Mr. Fraser: Have the boats been paid for? 

Sir Henry Tuornton: Yes. Everything is paid for. 

Mr. MacMiruan: I have heard it:said that those boats are so high- 
powered that they almost throw people up against the rail in making the turns 
during the passage. 

; Sir Henry TuHornton: I am glad you asked that question. There are 
so many things that one may hear. It is difficult to answer them all. I can 
only say this, that I travelled on one of those boats last summer from Van- 

| couver up to Alaska and back to Prince Rupert, and they were admirable in 

every way. 

% Mr. MacMiiuan: I am talking about the tri-city service. 

Sir Henry Tuornton: I should say that was an absurd rumour. 

Mr. Durr: Although there are some hairpin turns on that route. 

Sir Henry THornton: There may be some hairpin turns, but there are 
no better boats, no more comfortable boats, and no better handled boats on 
the water to-day. 

5 Mr. Gerary:. Will you tell me if there was an adequate service for all the 

traffic offering before you put on the three boats? 

: Sir Henry TuHornton: I will answer that question offhand, but I can 
only answer it in a general way because it is a general question. I should 

say that during the tourist season there was not enough service. I am just 

speaking offhand. I am giving you my general knowledge. 

Mr. Geary: And you went in to take out your share of it I suppose? 

Sir Henry THORNTON: Yes. 

Mr. Durr: And to help the railway. 

Mr. Fraser: The builders have not been released? 

Sir Henry THornton: No. 

Mr. Fraser: Here is a rumour I have heard: one of the boats was sent 
back from Halifax to the builders for repairs. 

Sir Henry THorNTON: No, that is not so. 

Mr. Fraser: That is not so? 

Sir Henry THornton: No. 

Mr. Fraser: What fuel do they use? 

Sir Henry THornton: Oil. 

Mr. Fraser: You have had some trouble with them in regard to their 
performance. 


Sir Henry THORNTON: We have had some trouble with the turbines, and 
that is now under discussion and adjustment with the builders. It is not a 
serious trouble, but it is a trouble which involves the obligations of the builders, 
and we are now conducting negotiations with them. 

Mr. Fraser: Was there any alteration in the power supposed to be put into 
the boats after they were laid down from the original plan? 

Mr. Gatutoway: The horsepower was increased somewhat. 

Mr. Fraser: The reason I asked that is because Mr. MacMillan asked the 
question a moment ago, and I have heard the report that they were too heavily 


powered. What have you to say to that? 
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Sir Henry THorNTON: That was all gone into pretty carefully by our own 
marine experts, and by our own marine architect, and we felt that we should 
increase the power of these vessels, because in this service we are from time 
to time encountering fogs when it is necessary to slow down the speed of the 
vessel, and when the fog lifts we have got to have enough reserve power to make 
up the time we have lost. Now, the power of the vessels as they stand to-day 
is correct according to our own competent navigating officers, our own marine 
experts, and our own naval architects. 

Mr. Durr: What is their speed? 

Sir Henry THORNTON: Twenty-three and a half knots. 

Mr. Durr: That is not too much. 

Mr. Fraser: Have you had any reports from your navigating officers as to 
their efficiency, or as to the way they handle? 

Sir Henry THorNTON: They are entirely satisfactory. 

Mr. Fraser: Have you ever had to have them taken out of the harbour at 
Victoria with the assistance of a tug? 

Mr. Gattoway: Not that I know of. 

Sir Henry THornton: I do not think so. I should be surprised to hear 
that. 

Mr. Durr: Perhaps they were in drydock and the tug took them down to 
the berth afterwards. 

Mr. Fraser: Have they been in drydock? 

Mr. GALuLoway: Yes. 

Mr. Durr: I saw the Lady Nelson being towed down in Halifax Harbour, 

Sir Henry THornton: The answer is that unless there is an occasional 
extraordinary set of circumstances, the vessels do not require the services of 
tugs. They are thoroughly satisfactory from a navigation point of view. 

Mr, Fraser: The reason I asked that question, Sir Henry was this: it has 
been reported to me that those vessels in entering and departing from Victoria 
Harbour required the assistance of a tug, and I thought it was only right that 
you should have an opportunity of confirming the rumor or refuting it. 

Sir Henry THornton: I am glad you asked that question and my reply 
is in the negative. 

Mr. Hansury: I would like to make a statement in that connection because 


there are rumors in Victoria that these boats are hard to handle. I do not want~ 


to say that there was deliberate propaganda to discredit the boats, but propa- 
ganda existed that these boats were hard to handle. I went to the Masters of 
these boats, and also to the Canadian National Railways in Victoria, and I have 
satisfied myself that they are satisfactory and just as easily handled as any boats 
on the Pacific Coast to-day. . 

Mr. Durr: It is quite possible that they might have been hard to handle 
on the first two or three trips; they may have wanted a piece on their rudder 
or something like that. We cannot help that. 


Sir Henry THornton: There is one particularly difficult part of the passage 
between Prince Rupert and Skagway which requires very careful handling and 
manoeuvring, and I was on the bridge with the captain of the vessel, the master 
of the vessel, and the master of one of the other vessels—an experienced Scotch 
navigator who had been all over the world—and I asked them how the vessel 
handled, and whether they were satisfied with the vessel, and they said that the 
vessel I was on—one of the new ones—was of the easiest and best handling 
vessels they have ever seen. Certainly from what I observed—I am not a 
sailor—I am a very bad sailor—from what I observed of the vessel, it certainly 
handled with extraordinary facility. 
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Mr. Fraser: Was the reason for putting each of these vessels in drydock 
simply for the purpose of giving them a general look-over after the ocean trip? 

Mr. Gattoway: It was more for the purpose of making an examination of 
the ships upon their receipt from the builders. : 

Mr. Durr: Are they twin screw? 

Mr. Gautoway: Yes. 

Mr. Durr: They ought to handle if they are twin screws. 

Mr. Kennepy: I would like a statement regarding the performance of the 
peers Alberta railways since you took them over. Are they holding their 
own! 

Sir Henry Tuornton: Do you refer to the Northern Alberta railways in 
which the Canadian Pacific Railway and ourselves are joint owners? 


Mr. Durr: He wants to know if they are going up hill or down hill. 
Sir Henry Tuornton: Mr. Fairweather will answer that question. 


Mr. FairwreatHeEr: I take it that what is desired is a comparative state- 
ment of operating expenses and revenues: year 1930, operating revenues $2,253,- 
739; 1929, $2,232,156, an increase of $21,582. The railway operating expenses 
for 1930 were $1,952,389; 1929, $1,487,109, an increase of $515,279. The net 
revenue from railway operation in 1930 was $301,309; 1929, $795,046, a decrease 
lof $493,697. 

Mr. Kennepy: What about the question of the outlet—the surveys that 
have been made. Did the Canadian National participate in these surveys or 
mot? There seems to be some confusion about that. 


Sir Henry Tuornton: I will answer that generally. Is Mr. Gzowski here? 
We have been making recognaisance surveys, what might be described as general 
surveys to determine in a preliminary way which of the various passes available 
for a western outlet afford most promise. We have never made any direct 
survey of an outlet, but our engineering officers knew in a general way what 
the country was like, and we made certain surveys to determine the altitudes of 
the different passes. Now, rather recently the Canadian Pacific Railway has 
made, as I understand it, a somewhat exhaustive survey which could really be 
called a survey of the various routes. The report has been sent to the Minister 
iof Railways and to myself, and I understand it to be the intention of the Minister 
of Railways to ask the President of the Canadian Pacific Railway and the 
engineering officers to discuss that report at some future date. Now, that 
‘generally is the situation. 

Mr. Gzowsx1: We made no surveys in 1930 at all. The C.P.R. made quite 
extensive surveys. 

Sir Henry THorntTON: We did not make any surveys because there is no use 
of both of us making surveys, and as long as the C.P.R. were willing to do it, we 
were willing to let them. 


Mr. Bet: Will you refer to the annual report at pages 34 and 35? 
Sir Henry THornton: Yes, Mr. Bell. 


Mr. Bett: Now, you have the capital stock, and then held by the system, 
and then owned by the government, owned by the public, in italics. What do 
you mean by the public? 

Sir Henry Tuornton: I think the first item there, in which you will 


find that item in italics, is the Montreal Fruit Terminal Company, Limited. 


Mr. Betz: No, the Montreal and Southern Counties Railway is it not? 
The CHAIRMAN: What page is that on? 
Mr. Berti: Page 34, I think. 
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Sir Henry THornton: That represents, Mr. Bell, stock owned by a private 
individual. 

Mr. Bretu: In the figures that are going down in italics, I would like to 
know, first of all, have you any obligation to take up any of those figures? 

Sir Henry THornton: I do not think we have. We have no obligation. 

Mr. Batu: Any of them? : 

Sir Henry THornton: No. 

Mr, Brett: Now, the second question is, if these are owned by the public, 
do you pay dividends to the public, or where do the public get off at? 

Sir Henry TuHornton: The public get off. There are no dividends. 

Mr. Betu: Do they keep off, or what is the ultimate object? 

Sir Henry THornton: I am just speaking from memory, and Mr, Gallo- 
way, or some of the other officers who are familiar with the subject, can speak 
for themselves. 

With respect to the item of $189,500, I take it that that represents an 
interest on the part of individuals which originated a good many years ago 
and which was simply continued. There was no particular reason why we 
should buy them out, and we Jet it go on. 

Mr. Beuu: I suppose if their stock is worth a certain amount they can 
sell it to the public? | 

Sir Henry THornton: They can do what they like with it, but we did 
not think there was any necessity to purchase stock and ofcourse we did not 
want to add to our capital account by doing that. 


The CHairMaNn: That may be considered as a frozen asset. 

Mr. Beuu: You capitalize these different vessels at $10,000. I suppose 
that is just a matter of bookkeeping? 

Sir Henry THornton: Where is that? 

Mr. Beiu: On the same page, 34. 

Sir Henry THornton: That is simply a corporate holding company. 

Mr. Hanson: Each ship is incorporated as a joint stock company? 

Sir Henry TuHornton: Yes. 

Mr, Fraser: And you do not keep the accounts separate? 

Sir Henry TuHornton: No. 

Mr. Fraser: It all goes into the general pot? 

Sir Henry THornton: Yes. 

Mr. Hanson: If these ships cost a couple of million dollars, why do you 
capitalize them at $10,000? 

The CHAmRMAN: It is evident that they are saving expenses by doing so. It 
costs so much to incorporate a company at $2,000,000, and it does. not cost 


nearly as much to incorporate a company at $10,000. And besides that, there is 


a yearly fee based upon the amount of capital. 


Mr. Beuu: If that is so, it is apparent that this capital stock given here 
merely represents figures. 

Sir Henry THornton: It was considered, for the reasons the Chairman 
has given, as sound business policy to pursue that particular plan. 


Mr. Durr: I suppose you have that particular stock issued in your strong 
box? 


Sir Henry THorntTon: Oh, yes. 
Mr, Gray: At any rate this is not a valuation of stock. 
Mr. Hanson: This is merely a schedule of the holdings of the company. 
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Sir Henry Tuornton: That is right. I think $10,000 is the lowest amount 
at which it can be capitalized. 

Mr. Geary: If this has not been taken up and determined, at page 144 of 
the Proceedings of the Committee, there is a statement which I asked for in regard 
to radio. It is in volume No. 7. 


Sir Henry THorNToN: That question was filed in the official report. 
Mr. Geary: I am seeing it now for the first time. You ran the expenses 


~ from $10,146.06 in 1923 to $420,028.17 in 1930, and you generally progressed in 


the expenditure until in that year you dropped them off. You have $175,000 of 
capital invested. I am surprised it is so small. Is that all your three stations 
cost you? 

Sir Henry Tuornron: That represents our entire capital investment. It 
does not, of course, include anything with respect to certain newspaper broad- 
casting stations which we lease or rent. 

Mr. Geary: But you have three stations which you own. 

Sir Henry TuorNtTon: That represents that amount. 

Mr. Geary: And the stations only cost $175,000 to construct? 

Sir Henry TuHornton: That is right. It includes also equipment on trains; 
but I suppose the bulk of it would be the three stations. I will give you the 
details of that, Colonel. 

Mr. Geary: I am not concerned with that, if you tell me that that is all 
your three stations cost you. 

Sir Henry TuHornton: For instance, the Ottawa broadcasting equipment 
and furnishings located in Chateau Laurier, also transmitting equipment and 
aerials located on Jackson Building used under lease, $37,786.82—that is by 
way of example. 

Mr. Geary: Then you broadcast, I notice, every now and then over a 
hook-up all over the country? 

Sir Henry THoRNTOoN: Yes. 

Mr. Geary: You use your own three stations in that, I suppose? 

Sir Henry THornton: Plus the stations which we lease. 

Mr. Geary: Is that a profitable thing, to lease those stations? How 
much do they cost you? 

Mr. MacLaren: $60,756.23. 

Sir Henry THorNTonN: The rental was approximately $61,000. 

Mr. Geary: Is that on an hour basis? 

Sir Henry Tuornton: I cannot answer that offhand, but it is probably at 
so much an hour. But the reason we did that was because there was so much 
criticism of our capital investment that we were taking whatever avenues 
were available. 

Mr. Beavsten: Do you rent your own stations to outside people? 

Sir Henry TuHornton: Yes, sometimes. The revenue in 1930 from rented 
stations was $40,246; and we paid $61,000 rental for stations that we leased. 

Mr. Geary: What is the cost per hour of a station which you rent? 

Sir Henry Tuornton: The average cost of what you would call our 
broadcast is $57. I am just guessing but I should think that might cover a 
couple of hours or something like that. 

Mr. Hears: Can you give us any idea of the broadcast cost on Sunday 
afternoon when you have a symphony orchestra? 

Sir Henry THornton: I am afraid I cannot answer that. I can get that 
for you by to-morrow, Mr. Heaps. For talent, I take it? 
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Mr. Hears: Say you broadcast a symphony concert from Toronto on ag 


Sunday afternoon. 

Mr. Hanson: A good deal of the cost is for artists, is it not? 

Sir Henry Tuornton: Yes, and I think I am safe in saying we have 
employed nothing but Canadian artists. 

Mr. Geary: How many stations have you had in a hook-up,—how many 
have you under rental? . 

Sir Henry THornton: We only have three stations of our own, Moncton, 
Halifax and Victoria. 

Here are the stations both owned and leased which we employ for hook- 


up broadcasting purposes: Halifax, Moncton, Quebec, Montreal, Ottawa, Toronto ~ | 


‘ CNRT, Toronto CNRX, London, Winnipeg, Regina, Saskatoon, Edmonton, — 


Calgary, Red Deer, Vancouver, Saint John, Fredericton, Yorkton, two stations 
at Hamilton, Waterloo, Detroit, Michigan, Chatham and Brandon. 

Mr. Geary: And those cost you about $57 per hour? . 

Sir Henry THornton: That is the average, $57.47. I do not know that 
it is per hour; I rather think it is more nearly two hours. That includes, of 
course, talent and everything. 

Mr. Hanson: It depends upon the power of the station, the high-powered 
stations are higher, and low-powered stations a good deal less? 

Sir Henry THornton: Naturally; if you hire a high class coach and four 
it costs more than an ordinary conveyance. 

I think we have here now what you want, Colonel. 

The CHAIkKMAN: There is a motion before the chair, 

Mr. Geary: I wonder if I could follow that up, I want the information. 

Mr. Durr: Will you give us the last figures about the cost again, Colonel? 
A Mr. Geary: Sir Henry said the cost of the station plus artists ran about 

57.47. | 
Sir Henry Tuornton: Mr. Fairweather has two samples which have 
been worked out. 

Mr. FarrweaTHer: Halifax, the rental of the station per broadcast was 
$19; and at Montreal it was $11, the difference between the two rates undoubt- 
edly being due to the fact that in Halifax we broadcasted sixty-six times and 
in Montreal one hundred and twenty-seven times; but that gives you the 
representative average figures for the rental per broadcast. 

Mr. Durr: They find their own artists, then? 

Sir Henry Tuornton: No, that is just for the use of the station. 

Mr. FarrwnatHer: The average talent per broadcast was $24.60. 

Mr. Heaps: That is for each station? 

Mr. Farrweatuer: No, per broadcast. 

Mr. Geary: What orchestra do you have? Do you have the Imperial 
Orchestra? 

Sir Henry THornton: I am sure that the orchestra that we have used 
the most has been the Toronto Symphony Orchestra, a very fine orchestra under 
the direction of Von Kunitz. 

Mr. Guary: I am not altogether with you there, as one music lover to 
another. 

That is Sunday afternoon, is it? 

Sir Henry THornton: That is Sunday afternoon. 

Mr. FarrweatHer: The figures I have quoted are the average figures for 
the year. I have quoted rental charges at Halifax and Montreal for the station 
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privilege in terms of dollars per broadcast. I have also quoted a talent figure 
for our average broadcast. I could give you the Toronto talent per broadcast 
—perhaps that would suit you? 

Mr. Geary: I do not want to go into the cost of the orchestra. They 
might not want that. 


Sir Henry Tuornron: Considering the excellence of the orchestra, we 


made a very satisfactory arrangement with the orchestra. Here is the answer 


to your Toronto question, Colonel. 

Mr. FarrwkAtHER: I will have it there in a minute. 

Sir Henry THornton: I am sorry we are not ready to give you the answer 
offhand, but with about fifteen pitchers, it is somewhat difficult to tell what 
questions are going to come across the plate. 

Mr. Farrwkeatuer: The talent for those Toronto broadcasts runs con- 
siderably higher than the average. The talent cost was $32,000 for a total 
number of 246 broadcasts. 

Mr. Hanson: That is not so bad. 

Mr. Brausien: That is a lot of money for Toronto, isn’t it? 

Sir Henry Tuornton: ‘The average is about $130. In other words, the 
real answer to your question is that in round figures we pay about $130 for 
broadcasting for an hour; and personally I think it is a very low sum. 

Mr. Geary: I was not interested in that, but what I was interested in 
was how much you pay out for talent and how much of the $144,929 that would 
account for. 

‘Mr. Farrweatuer: The total amount paid for talent in 1930 was $95,073.82; 
for rentals, $60,756.23. 

The CuarrMan: And the total cost? 

Mr. Geary: So that you have about $160,000 of other cost. 


Mr. FarrweatHer: The total cost, after deducting the revenues received, 
is $420,000. 


Sir Henry THornton: What Colonel Geary asks is after we have included 


the charge for leases and for talents, what is the balance, what does it consist 
of? 


Mr. FarrweatHeR: Wages and a small amount for personal expenses, 


rental of telephone lines, telegraph charges and miscellaneous. 


Sir Henry THornton: When we give a whole Canada broadcast, we 
charge the radio with a proper proportion for the use of the telegraph line, 
which accrues to the telegraph department. 


Mr. Geary: You absorb all the charges? 

Sir Henry THornton: Yes. 

Mr. Hanson: Shall we carry Mr. Duff’s question? 
Mr. Durr: Question, Mr. Chairman. 


The CuarrMsn: Are there any more questions arising out of the Canadian 
National Railways Annual Report and the estimates? 


Mr. Geary: One more, if I may. At page 2 of your Estimated Financial 
Requirements for 1931, a third of the way down the item Central Region, you 
will find other stations and shelters, 6—I suppose that is six in number, $35,610. 


Sir Henry TuHornton: What letter is that, of the index? 
Mr. Geary: It is in G, page 2. 

Those are specific stations, are they? 
Sir Henry THornton: Oh, yes. 
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Mr. Geary: Now, can you switch one of those stations? Can you put 


another station in place of the six? 
Sir Henry THornton: Have we done that, Mr. Smart? 
Mr. SMart: Why, yes. 
Sir Henry THornton: Yes, that could be done, Colonel. 


Mr. Geary: So that Watford could be in that, and Watford might not 
get a station, but Komoka would? 


Sir Henry Tuornton: That is a possibility. This $35,000 is made up 


of certain specific stations with respect to which certain things are to be done. 
I should say that the number of cases in which they would be any alteration 
would be negligible; but if you ask me the academic question, can we switch 
from one station to the other, the answer is yes. 

Mr. Geary: And you have $57,000 further down for a seventh station, 
if you want to. | 

Sir Henry TuHornton: I should think the answer to that question would 
be yes. 

Mr. Geary: We do not know anything about these individual stations, 
but you can arrange those so as to include five, six or eight? 

Sir Henry TuHornton: I have the items here. 

Mr. Geary: As long as you get rid of London, I will be satisfied. 

Sir Henry TuHornton: That station is over eighty years of age. 

Mr. Geary: It is about good enough to go on your watch chain. 

: Sir Henry THornton: It might go on yours, but I have not any watch 
chain. 

Mr. Fraser: On Exhibit H, the second item from the top, you will notice 
that is for the Western Region. Look at the second line, line diversion Westfort, 
Ontario,—what relation has that to the Western Region? 

Mr. Smart: The Western Region begins at the head of the lakes and from 
there West. 

Mr. Fraser: Where is Westfort, then? 

Sir Henry THornton: It is west of Fort William, and that is why it is 
called Westfort, 

Mr. Fraser: You have made the statement, that you have made no reduc- 
tion in wages during the year, talking of section men and that sort. of thing. 
You made a reduction in the price of your ties in British Columbia. I know 
as a fact that your price for ties was reduced from seventy to fifty-seven 


cents. How do you justify reducing the wages of tie-makers and not reducing ~ 


the others? Why do you reduce the tie-men and not the others? 

Sir Henry THORNTON: Because the one is a contract which you let, and the 
contractor can take it or leave it as he likes; and the other is an employee of the 
company who is working under a contract which we have made with the recog- 
nized trades union. . 

Mr. Fraser: It is a contract, true enough, but you do not give him much 
leeway in making the price. 

Sir Henry THornton: If you were going to buy a horse, if you could get 
that horse for $50, you would not go out to the proprietor and say, I would 
like to give you $75 for this horse. 

Mr. Huncrrrorp: And we could have bought several the number of ties 
we wanted for that price. 


The Cuatrman: Is there any further question to be asked? If you carry 
this resolution of Mr. Duff’s, this book is closed as far as we are concerned, 
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Sir Henry Tuornton: I would like to say that if any member of this 
committee at any time wants to ask any question, whether it is at this meeting 
or at any time subsequent during the year, I will be only too glad to place at 
his disposal any information we have got. 

The CHarrMAN: But it will not be placed through the chairman. 

The motion of Mr. Duff reads as follows: That the annual report of the 
Canadian National Railways for the year ending 1930 and the estimated 
expenditures for the present year be received and adopted. 

Mr. Geary: Mr. Chairman, I do not see that this committee has any 
power to adopt the report. They report it to the House and the House 
adopts it. 

The CHatrman: According to my recollection, that has always been what 
the committee has done. I do not want to depart from any rule. 

Mr. Hanson: I know that has been the practice, but I think we should 
add to that motion, and I would ask Mr. Duff to incorporate it; that this com- 
mittee very earnestly recommends to the management a reduction in the 
capital expenditure and the operation expenditure wherever it may be, in order 
to carry out the wish here, that ought to be expressed in concrete form. 

Mr. Hanzury: Mr. Chairman, I would say that there is a Board of 
Directors and management beside the Minister, and I would be prepared to 
leave that with the management. 

Mr. Brausten: When this report is presented to the House, any member 
can move an amendment to that report if he desires to do so. The House has 
full jurisdiction over all that we have done here. 

The CuatrMAN: As chairman of this committee, I propose to present a 
report to Parliament, which I propose to ask this committee to endorse, and in 
that report I intend to incorporate a statement of that kind, so that this resolu- 
tion only partly gets rid of our work. This advances us so much, and the 
plan has got to come before you. : 

What is your pleasure regarding this motion? Will you just signify it in 
the usual manner? I declare the motion carried. 

Mr. Hanson: Mr. Chairman, I think we ought to follow this up by 
reporting Bill 79 and also Bill 83. I have pleasure in moving that Bill No. 79 
be reported. 

Mr, Durr: I second the motion. 

Mr. Geary: What does that mean? 


Mr. Hanson: We have been. discussing the budget which makes up 
$68,500,000, and it is a matter of importance that we report this Bill and it has 
been referred to us by the House for that purpose. 

Mr. Durr: And it is necessary to report it immediately, Mr. Hanson? 

Mr. Hanson: I do not know that it is, but I think it is well to get it out 
of the way. 

The CHatRMAN: It is moved by Mr. Hanson, seconded by Mr. Duff, that 
Bill 79 referred to this committee by the House be reported by this committee 
without amendment. 

Mr. Durr: And the same thing with respect to Bill 83. 

The Cuatrman: It should be explained, I think. The Minister has ex- 
plained that they are adopting a different method this year from other years. 
This year they are passing Bill 79, authorizing the Canadian National Rail- 
ways to make provision for these moneys, and Bill 83 authorizes the govern- 

ment to guarantee the securities. Do you want to make two separate motions? 
Mr.'Dourr:~ Yes. 


252 SELECT STANDING COMMITTEE 


The CuHarrman: Moved by Mr. Hanson, seconded by Mr. Duff, tha 
Bill 79 referred to this committee by the House be reported to the Hous 
without amendment. : 


I declare that motion carried. ae 
Mr. Hanson: I move the same motion in regard to Bill 83. 


The Cuatrman: It has been moved by Mr. Hanson, seconded by Mr. Duff, — a 
that Bill 83 referred to this committee by the House be reported by this com- 
mittee to the House without amendment, 


What is your pleasure in reference to this motion? 

That is carried. 

Sir Henry THornton: I take it, Mr. Chairman, that this committee will 
meet with respect to the operations of the Canadian Government Merchant — 
Marine. The hour is a little late, but I have a statement which I would like 
to make, and which has to do with the railway situation but at the same time 
it can be just as well made to-morrow morning or some other time when this _ 
committee convenes; but I would not want the committee to disperse without 
my having an oportunity of making a general statement which I think has to 
do with the transportation situation in Canada. 

Mr. Hanson: I think every opportunity ought to be available, Sir Henry. 

Sir Henry THornton: If you do not mind my making that statement 
to-morrow, it is not contentious. - 


The CuatrrmMan: I think there will be enough business to keep us going 
for another sitting. 


Mr. McGriszon: Why not have it done to-night, and then it will be clear | 
for to-morrow with the Merchant Marine. 


Mr. Braupren: It is now six o’clock, Mr. Chairman. | 
Sir Henry THornton: I would rather that the Minister should be here. 
The Cuairman: To-morrow morning at 11 o’clock. 3 


The committee adjourned to meet on Thursday, June 25, at 11 o’clock a.m. 
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~The Select Standing Committee on Railways and Shipping, owned, oper- | 
ated and controlled by the Government, beg leave to present the following as. — 


their second report. . rah : fee 


and | 
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Your Committee have had under consideration the following Bills, _ 
have agreed to report the said Bills without amendmen tes via, =~ ee 


Bill No. 79, An Act respecting the Canadian National Railways and to. 
authorize the provision of moneys. to meet expenditures made and indebtedness. 
incurred during the calendar year 1931; and \ : 


i 


Bill No. &8, An Act respecting the Canadian National Railways and t 


authorize the guarantee by His Majesty of securities to be issued under th 
Canadian National Railways Financing Act, 1931. a 3 Se ine ne 
All of which is respectfully submitted. : iy a ate 

| J. D. CHAPLIN, ee 

et Chairman. R 
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The § Dae Standing En ee on peeing aye 8 aug puppies, Ow ned, at 


as ’ ers present: eee Beaubien, Bell (St. Antoine), Bothwell, Cant- 
ae Pepin, Duff, Euler, Fraser (Cariboo), Geary, Gobeil, Gray, Hanbury, 
HH (York-Sunbury), Kennedy (Peace River), McGibbon, MacMillan 
atoon), Manion, Power and Rogers, 19. 


n en CAE be a dist Nacion on Canadian earl See Se heroign 
r Henry ‘Thornton, in accordance with an intimation he had given at the pre- 
is meeting, prefaced the general discussion by making a statement on the 
ner ] transportation situation, and in the course of his remarks made the 
; eeestion that the Government appoint a commission comprised of outstand- 
business men to consider the Sr on situation and arrive at some 


Sanadian Government Merchant Marine considered. Many questions 
ered by Sir Henry Thornton. Mr. R. B. Teakle, Vice- President, Canadian 
onal Steamships and other officers of the staff. 


\ fy. B. J. Roberts of the Finance Department, Ottawa, was asked to make 
ement in respect to the loss by the Government through loss and sale of 
interest and depreciation; and the manner in W hich the accounts were 


Discussion penne to one o'clock, when the Committee adjourned to 


AFTERNOON SITTING 


The Gommittee resumed with a quorum at 4.20 0 foes Hon. Mr. Chaplin, 
I a, presided. | ; 
Members present: Messrs. Beaubien, Bothwell, Cantley, Chaplin, Duff, 


er, Fraser (Cariboo), Geary, Gray, Hanbury, Hanson (York-Sunbury), 
dy, MecGibbon, Manion and Rogers,—lo. 


en eontinued re Canadian Government Merchant Marine. After 
ther consideration, 43 i 


“Mr. Duff moved, seconded by Mr. Hanbury: 
That the Twelfth Annual Report of the Canadian Government Merchant 
rine, for the year ended 3ist December, 1930, be received and adopted. 


re ; ; 
The cee of Canadian National (West Indies) Steamships, Limited was 
en n under consideration. After extended EScioslan, 


1V 
Mr, Euler moved, seconded by Mr. Beaubien, 


That the Second Annual Report of the Canadian National (West Indies) 
Steamships, Limited, for the year ended December 31st, 1980, be received and 
adopted. Carried. 


After further general discussion, 


Mr. Duff moved, seconded by Mr. Hanson (York-Sunbury) : 


That the Estimates comprising the following items, viz: 379. Loan to Can- 
adian National Steamships (Canadian Government Merchant Marine, Limited) ; 
380. Loan to Canadian National (West Indies) Steamships, Limited; and 381. 
382, Amounts required to provide for payments re Maritime Freight Rates Act, 
be received and adopted. Carried. 


Ordered, that report be made to the House. 
The Committee adjourned to the call of the Chair. 


EK. L. MORRIS, 
Acting Clerk of the Committee. 
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MORNING SITTING 


House or Commons, Room 368, 
2 THurspay, June 25, 1931. 


i The Select Standing Committee on Railways and Shipping met at 11 
_ o’clock a.m., Hon. J. D. Chaplin, the Chairman, presiding. 

: The CHairMan: This morning’s discussion will be the Canadian National 
~ Steamships. i 

a Sir Henry Tuornron: Mr. Chairman, the last thing at the yesterday 
_ afternon meeting, I said that I would like to say a word or two upon the general 
transportation situation. The hour was late, and yourself and the committee 
“were good enough to say that that might be postponed until this morning. 

q I would like to preface my remarks with the statement that what I have 
: to say is offered purely as a suggestion. It might even seem an impertinence 
_ to make a suggestion, but I do not want it to be regarded as anything more 
than a suggestion which is born of a patriotic desire to see that thing done 
which is best for the Dominion of Canada with respect to its transportation 
_ problems. 

I would also like my statement to be regarded as without prejudice of any 
sort, and also regarded as coming from one whose remaining days must neces- 
sarily be spent in Canada; and like the rest of you, all of us who expect to 
live and die in this country have at heart patriotically and sincerely the welfare 
of the country, irrespective of what divergence of views we may hold. 

The discussion that we have had since this committee assembled and the 
facts which have been well known to everyone during the last year or more 
clearly indicate that a situation of serious importance confronts the transporta- 
tion interests of Canada. 

Professionally speaking, that is to say speaking for the profession of trans- 
port as a whole and with no reference to any particular company, I think T 
am safe in saying that those who are engaged in such activities have endeav- 
oured to conscientiously, sincerely and intelligently execute their responsibilities 
in the face of very difficult times. We are all of us seized with the importance 
of the whole problem. 


Bi ih ae de Tr ee ge 
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The business of transportation, in its effect on such a country as Canada, 
1s one of its major factors, for the very simple reason that the largest activity 
which we have, namely agriculture and the marketing of the production from 
that activity, involves the carriage of the production a long way by rail before 
it reaches the ocean and can be exported to foreign countries. 
| The largest single operation which we have in Canada, from an economic 
point of view as well as from a financial point of view, is the raising, reaping, 
shipping and selling of our wheat crop. Pretty much the whole of the success 
of this country in each individual year turns upon how satisfactorily, how 
successfully that operation is carried out; and in that series of operations which 
commences with the planting of the seed and ends with the sale and export 
of the fruition of that seed, one of the large factors is transportation, and because 
our crop is raised largely in the interior of the country and travels a long way 
before it reaches the port of export, transportation must necessarily be a very 
large factor in the business activities and the economics of the country. 
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In that respect we differ from the Argentine, where the average haul Ors 
wheat for export is perhaps not more than about 300 miles. Our haul would be — 
several times that. The same thing is true of the activities in other lines of — 
other countries, such as manufacturing, where the haul on the production to its 
point of consumption is relatively small. 3 

The United States had at one time quite a similar problem in that most 
of their wheat was raised in the interior and had to be shipped almost similar 
distances for export; but that situation is changing because the United States, — 
on account of the population of approximately 120,000,000 people, has estab-— 
lished a very considerable home consumption for their own product, with a corre-_ 
sponding reduction in the transportation problem relating to the marketing of — 
that production. 

All of the transportation officers, irrespective of the company which happens’ 
to employ them, have, as I have said, been carrying out their responsibilities 
under the conditions which confront them, to the best of their ability. 

In this committee ‘and throughout Canada one frequently encounters 
divergence of views with respect to our transportation policy. Now, I suggest 
_ that the time has come when we should perhaps, from a national point of view, 
take our latitude and longitude and determine our position with respect to this 
large activity of transport and its relationship to the marketing of our large — 
production, and that after determining that latitude and longitude and trying 
to see where we are, and taking some account of the trade winds that blow, 
we should endeavour from a national point of view to determine a course to bers 
steered. ae 

I therefore suggest, and it is only suggestive, it does not involve any action 
on the part of this committee whatsoever, it is only the expression of a personal 
thought on the part of one who has been through a good deal of anxiety and — 
realizes, as you all do, the importance of the problem, and is trying to seek — 
some instrumentality which will put us upon a course which will generally be 
recognized as sound; and I therefore purely suggest that the government should 
appoint a commission of men who, because cf their business standing, their 
knowledge and experience and the confidence which the public has in them | 
because of those attributes, to consider the transportation situation and 
endeavour to arrive at some definite recommendation. : 

That is all I have to say on the subject, gentlemen; but I would again — 
repeat, perhaps to the point of nausea but in order that it may not be misunder- — 
stood, that in making this suggestion I have only at heart what I believe to be — 
the welfare of the country and an earnest desire that the policies of this country — 
with respect to transportation should be carefully, exhaustively and intelligently 
determined upon. | = 


Hon. Mr. Ever: You are referring to the general transportation system. — 
Sir Henry THornton: Yes. I may say that in the United States that — 


country suffered very materially from having no transportation policy whatso- — 
ever, after the close of the Civil War, with respect to railways that were built — 
west of the Mississippi river. Groups of individuals who saw opportunities to 
exploit the country, and perhaps at the same time to exploit investors, went into — 
the field; railways were built with no regard one for the other ; and the result — 
of that operation was, that hit or miss fashion of doing things, that there was a 
loss in capital and in interest; and those losses to the investing public of the 
United States to date reach the colossal sum of three billions of dollars. Tha 4 
is an example of what happens unless there is some sort of considered, orderly — 
procedure. eat 


Hon. Mr. Evter: Do you refer to investments in railways, Sir Henry? 
Sir Henry THornton: In the United States, I am referring to investmen 


) 


in railways; by that I mean in capital stocks and funded debts. <3 
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That is all I have to say, gentlemen; and, as I said before, it is merely sug- 
gested and does not necessitate any action upon the part of this committee; but 
J have felt, as one who had at heart the interests of the country, I should make 
_ that suggestion. : 
= Hon. Mr. Manion: May I ask a question, Mr. Euler, [ think, really covered 
it, but I would like to make sure what you have in the back of your head. Your 
suggestion is that a commission of business men should be appointed to look 
~ into the whole transportation question, not only of the Canadian National Rail- 
ways but the Canadian Pacific Railway, all the transportation question, in this 
country, including both railways. 
Sir Henry THornton: I think, if I might be so impertinent as to suggest 
the terms of reference to such a committee,—and while I said business men, I 
did not necessarily mean business men alone; I think there should be included 
- in such a committee economists, those who can contribute useful thought upon 
the subject. Business men have no monopoly of intelligence. 
Hon. Mr. Manton: Those of us who are not business men will agree with 
_ that. | 
©  . Sir Henry THORNTON: One sometimes finds intelligence buried in the halls 
_ of education, and you sometimes find a lot of intelligence with the track labourer, 
‘and now and then there happens to be a friend who comes forward and accuses 
railway employees of having intelligence. One never can tell. 
* To continue with what the Minister has said, I think if anything is done 
~ the terms of reference should be sufficiently broad to permit a committee of this 
sort to ventilate the whole subject completely, and that they ought to have a 
_ pretty free hand to go into anything that in their judgment relates to the wel- 
fare of the country from a transportation point of view. 
ae Mr. Hanson: Would you include in the terms of reference the cost of 
operating railways on this continent? 
- Sir Henry THornton: That would have to be within the terms of such a 
reference. I doubt if any such committee could come to any conclusion without 
taking that into consideration. 
The railway transportation problem is born of the fact that we in Canada 
_ produce in the aggregate the thing which represents our greatest activity in the 
-_ centre of the country, an average of probably two thousand miles away from 
the port from which that production must move if it is to be sold to the outside 
world; and our success in Canada is going to depend upon the difference 
between what it costs us to produce and what it costs us to sell; in other words, 
taken as a business enterprise, the success of our business enterprise, which we 
__will call for the moment Canada, depends upon what is the spread between 
our cost of produetion and the price at which we sell that production to the 
outer world; in other words, the balance of trade. 
Saas Mr. Geary: Would you indicate any point toward which that committee 
should direct its efforts? | 
Sir Henry THornton: No, Colonel. 
| Mr. Durr: I would suggest that the Board of Directors of the Canadian 
- National Railways should do that instead of appointing a committee. 


_-—--—s Mr. Fraser: How about the Canadian Pacific Railways? 

Mr. Durr: Oh, I see,—the two railways? 
ie Sir Henry THornton: I would say, Mr. Duff, that I hope there are enough 
individuals in this country who would be useful and acceptable members of 
such a committee to perform that service as a patriotic contribution, without 
pay. I was not for a moment suggesting anything else.. 
Mr. Hanzury: That is a detail. 
‘Sir Henry THornton: As Mr. Hanbury says, that is a detail. 
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Mr, Hanson: Would you include in your order of reference what the - 
activities of that committee should be? - . 


Sir Henry THorntTon: No. 

Mr. MacMiuuan: Are the conclusions to which you have arrived due to 
the conditions of the railway? 

Sir Henry THorNtTon: That has obviously been one of the factors. 

Mr. MacMiuian: That is the prime factor, is it not? 


Sir Henry THornton: I would not Say it was the prime factor. As a 
matter of fact we find the Canadian Pacific Railway not in any opulent position 
at the moment. Let me say here, I defy anyone to find any public statement 
which I have made which has been in any way derogatory of the Canadian 
Pacific Railway. As railway men, like lawyers, we may fight a bit in Court, 
but we have some regard for the ethics of our profession, when we come to 
discuss it from a professional point of view, and the officers of the Canadian 
Pacific Railway and the officers of the Canadian National Railways are all 
officers in that profession, and we have a high regard for the ethics which we 
try to maintain. 

Mr. MacMituan: I think possibly that men and women all over Canada 
to-day are very much perturbed and upset about the whole fabric— 

Sir Henry TuHornton: -Precisely. 


Mr. MacMiuuan: And that is one of the motives which actuated me—I 
do not want you to misunderstand me. 


Sir Henry THornton: I understand that. After all, every Canadian citi- 
zen may have his own views with respect to what should be done with this 
or that thing, but at bottom every Canadian citizen has at heart the welfare 
of his country, and if that is not true, the sooner we quit the better. 

Mr. Cantizy: How long do you think this investigation would take, as 
regards time? 

Sir Henry THornton: Well, I should not think it should be an excessive 
length of time. I should think that I cannot conceive, Colonel, that it would 
be certainly any more than—I should say twelve months would certainly be 
the maximum. I should be very surprised, and I am only guessing, your guess 
is Just as good and probably better than mine, because you have had more 
experience with the deliberations of commissions and public bodies, so your 
estimate would probably be better than mine. — 

Mr. Durr: Large bodies always move slowly. 

Sir Henry Tuorntron: You cannot expect a steam roller to move with 
the same agility as a squirrel. 

Mr. Cantiey: I think it would be difficult to get competent men to spend 
twelve months on the job. 

Sir Henry TuHornton: I do not imagine for a minute they are going to 
spend eight hours a day every day for twelve months. 

Mr. CantLey: Your idea is they report to the government. 

Sir Henry Tuornton: After all, we have a government, and that govern- 
ment whether it be one party or another, it is at that time, the government, 
and whether it be Liberal, Conservative, or Progressive— 

Mr. Cantury: I am not referring to that. 

Sir Henry THorNTon: —it is for the time being the leaders of the country, 
and I might say there too, at the same time, it might be well that this com- 
mittee should consider looking at the transportation on the waterways situation, 
which is a repercussion, or is likely to have a repercussion on the rail transport 
situation. 


ee 


OTE Ries Te ae 


ihe Sk Re RS 


POT Eee ee re em ON em oats Maree ae ay 
1 ° 1 a 


RAILWAYS AND SHIPPING 257 


Hon. Mr. Evier: The word “ transportation” will cover that. 
Sir Henry THorNToN: Yes, that is the reason why that word was chosen. 


Hon. Mr. Evuer: It will cover truck transportation and bus and every- 
thing else. 

Sir Henry THornton: If they are going to do it, they might as well do 
the job. When it is done, if it takes a little longer time, when it is done 
it ought to be done and finished, and it ought to be of such a character that 
the people of Canada will have sufficient confidence in the report, and if it is 
adopted say, “ Well now, that is the policy of this country and we are going 
to stick to it”. 

- Mr. Hackert: Everything is included in it except the decalogue; I think 
you ought to include that. 

Sir Henry THorNTON: I have no objection to including an examination 
of the Bible. You will find in the Bible a number of examples of transporta- 
tion. Noah was perhaps one of the greatest live stock agents the world has 
produced. He built the first ship and he had a keg of whisky in it, too. Here 


is what happened: Noah asked the Lord for two kegs of whisky, and the Lord 


said, ““ No, you cannot have two kegs of whisky.” He said, “ Well, I need two 
kegs of whisky, I want to put one on one side of the ship, and one on the other, 
and if I don’t have two the ship will be out of balance.” The Lord said, ‘“ No, 
you only need one keg, and you can put it in the middle.” 

Mr. Hanson: I think, Mr. Chairman, the suggestion was a highly con- 
structive one, and this committee ought to give attention to it. I think we 
ought to go on now with something else. 

Sir Henry THorNTON: I shall have to ask your apologies for mentioning 
that now. As you know, it was near six o’clock when we adjourned last night, 
and I thought it was better to postpone it until the morning. 

The CHAIRMAN: The matter can be taken up by the committee alone at 
another time. Let us get on now with the business. 

Mr. CantLey: You did not indicate what that general consideration would 
involve. 

Sir Henry THorNton: I have no more to say with respect to that, Colonel, 


_ than I have already said. 


Mr. Cantuey: <A general consideration of the state of transportation 
throughout the Dominion of Canada. 

Sir Henry THORNTON: Precisely. 

I really think I ought to apologize for perhaps a thing that might be 
regarded as almost impertinence, but I have at heart, and we all of us have at 
heart, the welfare of the country, and that is why I venture to make the sug- 
gestions which I have made. 

Mr. MacMiuian: That is what we employ you for. 

Sir Hpnry THORNTON: I shall try to earn a little bit of my salary. 

We have, Mr. Chairman, to consider this morning the Canadian Govern- 
ment Merchant Marine. 

The CHAIRMAN: Each of you, I think, has a statement of the Canadian 
National Steamships, which includes the Canadian Government Merchant 
Marine and also the Canadian National West Indies. Anybody that has not 
one of those may get it. 

Sir Hpnry THornNton: Mr. Chairman and gentlemen: The deficit sum 
which has accrued as a deficit for the operation of the Canadian Government 
Merchant Marine, an amount that the government is being asked to contribute 
this year or provide on account of the total estimated deficit, is $588,000. Now, 
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annually for the last eight years since the present officers have been in charge no 


of the property, we have appeared here and presented a report which has | 
always involyed a deficit. There has never been a profit and while we have — 


endeavoured to operate those vessels as the agents and trustees for the govern- 
ment, and have tried to do that as efficiently as possible, there has each year 
been a substantial deficit. 

Hon. Dr. Manton: An operating deficit. 

Sir Henry THoRNTON: An operating deficit. I am not speaking of interest 
on capital which, of course, is considerable. 

Hon. Dr. Manton: Or depreciation. 

Sir Henry Turornton: Or depreciation, We are all aware of the circum- 
stances which led to the formation of the Canadian Government Merchant 
Marine and the ships which are so represented, J think the time has come 
when some consideration—and I think it was mentioned last year—ought to: 
be given to what we are going to do with the Canadian Government Merchant 
Marine. That is to say, whether the deficits which are annually felt are 
measurably met by some form of advantage which the manufacturing and 
marketing agencies of the country experience. J say I think probably the 
existence of the Canadian Government Merchant Marine has been of more. 
advantage to the Pacific coast than it may have been to other parts of Canada, 
and I think that advantage has been substantial. 

Now, this committee, however, if I may venture the statement, I think 
ought to realize that the time has come when some decision should be made 
as to whether we are to proceed to continue the Canadian Government Merchant 


Marine policy, or if not, what policy is to be adopted. We have from time to 


time each year disposed of at such prices as could be obtained vessels which 
were not needed for the operation of the Merchant Marine, All of those 
vessels were sold at a very considerable loss. On the other hand, it is only 
fair to remember that when those vessels were built they were built for a specific 
purpose, which was one of the exigencies of the war, and built at a time when 
the cost of building was extremely high. But, at any rate, here is a problem 
of national importance, with which no doubt the committee wish to deal. We 
have operated those vessels simply as agents and trustees of the government, 
and as I said, we have tried to do it as well as we could. Now would you 
bike to proceed with an examination of the report in detail? . S 


Mr. GEARY: Can you tell us now what course the United States govern-— 
ment adopted in regard to their Merchant Marine? OES 


Sir Henry Toornton: The United States government embarked upon a 
pretty widely flung policy of constructing vessels during the war for war 
purposes. I think they spent a most prodigious sum for that purpose, and 
I have seen not hundreds of ships, but acres of ships near Norfolk in storage, 
so to speak. I should hate to say how many there were. You could not call 
them squadrons, or even convoys, they represented acres. 


The CuatrMan: ‘They extended for miles, not acres, 


Hon. Mr. Manion: Going down the Hudson I noticed they were somewhat 


the same. 


Sir Henry THornton: Yes. So that the answer to your question, I should : = 


Say, is that the United States certainly spent hundreds of millions of dollars 
in that adventure, if one may call it such, although they might have been 
justified at that time, because no one knew how long the war was going to last. — 
At any rate, the United States government spent hundreds of millions, and has — 
lost, I should say, hundreds of millions, . 


Mr. Grary: My question is directed to this: how did they close the account? 
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- —-~—Ss- Sir Henry THornton: I do not know as to that. I should think what 
they did is, they simply sold their ships for what they could get and wrote it off, 
-_-wrote it off as a bad debt. | 
ie Mr. Hacxerr: Is it not a fact that the United States went off the shipping 
-_pusiness in as far as operation goes in 1921? 
Ay Sir Henry THornton: I think the United States did have what is known 
as the United States Lines. For instance, the Leviathan is still running and they 
are very heavily subsidized, Mr. Hackett. 
oe) Mr Hackerr: IT am not talking about passenger service; I am talking 
about the Merchant Marine and the freight service that was brought into 
- existence during the war. 
Becks Sir Henry Tuornton: I think perhaps Mr. Teakle who is in charge of 
the Canadian Government Merchant Marine can tell you something about that. 
= Mr. Teakle, will you tell Mr, Hackett and the committee about that? 

Mr. Teakuie: When they first started out in their programme, they allotted 
the ships to various operators. 
ae Geary: Excuse me just a moment, would you stand up, I cannot see 
you? | 3 
| Mr. Teakute: When the ships were built and turned out from the yards 
the United States government turned the ships over to various operators, with 
certain rights and so on. As time went on they found it rather a very ex- 
pensive proposition and they endeavoured to sell as many ships as they could. 

As the president has said, the United States Lines is one of the results of that. 
They have given each of the systems very heavy subsidies in mails. Other 
_ ships they have operated, but they are trying to dispose of as many of their 
ships as they possibly can. 
-. Hon. Mr, Evter: Including passenger boats? 

Mr. Teaxte: I do not say anything about passenger boats. 

Hon, Mr. Eutrer: Are they trying to sell those boats? 

Mr. Teakie: The United States Lines took over some. 

Mr. Hacxerr: This is a different service. 

Hon, Mr. Evuter: I think the United States has abandoned the shipping 
business— . 

Mr. Hacxerr: My question is, is it not a fact that the United States 
abandoned the carriage of freight as a business in 1921? I know that they are 
operating the line in competition with British and German mail carrying ships. 
| Mr. TEAKLE: That is true in principle, but they have got around it in 

another way by taking care of the operators. They give heavy subsidies for 
the carriage of mails. 
, Mr. Durr: Another reason in addition to that is they had a large number 
of privately owned ships in the United States, which we did not have. 
Sir Henry THornTon: Yes. 
- Mr. Durr: A large number of privately owned ships to do the business. 
tee Sir Henry THornton: Yes. : 7 
Bee Mr. Hanson: Coming back to the subject immediately under consider- 
ation, I should like the committee to turn to the income account of the year 
-__ ending 31st December, 1930 and 1929, and look those figures over. You will 
find on page 8 the operating revenue for 1930 was $5,164,903.11; in 1929 it was 
__- $8,371,444.23. The operating expenses for 1930 were $5,999,114; in 1929 the 
operating expenses were $9,250,348.44, leaving a defiicit of $834,210.89 in 1930, 
and _ $878,907.21 in 1929, including other charges, the net income deficit in 1930 
~~ was $5,844,757.39, and in -1929, $5,928,758.83. If you will turn to the Con- 
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solidated Balance sheet on page 7, you wiil observe that the profit and loss 
account for this company shows a deficit during those years of over $57,000,000. 
I think that those figures, especially the latter figure, tells its story to this com- 
mittee, and apropos to Sir Henry’s suggestion that we should make some recom- 
mendation, I have in mind a very definite recommendation to make, and that 
is that this country should get out of the shipping business as such, take our 
loss, sell the ships, and leave the operation of those mercantile rights ito 
private enterprise. If you will follow the history of the routes you will 
observe route after route has been attempted without success, with the possible 
exception of some of the Pacific coast, to which reference has been made, route 
after route has been abandoned. But the whole story is one long story of oper- 
ating losses; and I do think that this country, irrespective of the history of 
the project, should drop those lines, and go out of the business, especially at 
this time when private enterprise is finding it so hard to compete against gov- 
ernment enterprise. Take for instance the South African route. You main- 
tained a line, I understand, to South Africa,— 

An Hon. Mremper: Not South Africa, South America. 

Mr. Hanson: Have you ever been in the South African business? 

Sir Henry THornton: No; you probably mean South America, 

Mr. Hanson: I know about South America. I understood that you had at 
one time two sailings out of the city of Saint John for South Africa. 

Sir Henry THornron: Mr. Teakle says no. 

Mr. Cantiry: Australia and New Zealand. 

Mr, Hanson: Take them. Perhaps I am not well informed as to what the 
routes are. I think this committee should give serious consideration to making 
a recommendation that these boats should be laid up and sold for whatever they 
will bring, and that this country should get out of the steamship business in so 
far as it relates to the Canadian Government Merchant Marine. 


Hon. Mr. Evter: May I ask a question in connection with that? Would 


the abandonment of these services and the selling of these vessels have any 
prejudicial effect on your railway freight business? 
Sir Henry THornron: W ell, some. I can give you a little information on 


that. While it is being looked up I should like to say this, which js prompted — 


by what Mr. Hanson has said. We have from time to time abandoned routes 
which we find to be exceedingly unprofitable. In other words, when we found a 
route or certain voyages which were unprofitable and there was no detriment in 
our Judgment to the interest of Canada, we have withdrawn from that field 
because we felt that that was the intelligent thing to do. 


Hon. Dr. Manton: May I ask, Sir Henry, in regard to Mr, Euler’s question, 
to carry it a little further, would you make the general statement that the 
steamship business has not given you sufficient traffic indirectly on the railways 
to make up for the loss on the steamships? That is really what you meant, 
Mr. Euler? 

Hon. Mr. Evurr: Yes. 

Mr. Hackerr: Mr. Chairman,— 

Sir Henry THornton: Just a second, if let me answer these questions, 
let me get a swat at one ball before you pitch the second one. In respect to inter 
postal service, that is to Say, service which runs between Halifax and Vancouver 
through the Panama Canal, the total gross earnings accruing to the Canadian 


National Railway as a result of the existence of the Canadian Government 
Merchant Marine, is $600,000. 


Hon. Mr. Ever: It does not amount to a hill of beans compared with the 
loss, 
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Mr. Hackett: Should you not have added to that loss the deficit of two and 
a half millions on the Canada West Indies Steamship line? 

Mr. Cantey: That is a different service altogether. 

Mr. Hackerr: I understand it is a different seervice. We are dealing, as I 
understand it, with whether or not the government should continue in Maritime 
transportation. 

Mr, CantuEy: No, that is not the question. 

Mr, Hanson: That is not the point. 

Sir Henry Tuornton: We are discussing now what is known as the Cana- 
dian Government Merchant Marine, which excludes the West Indies service. 
That is a service which came into being as a result of a treaty that was executed 
between the government of Canada and the British West Indies themselves, 

The CuHairman: To get rid of Mr. Hackett, and in reference to Mr. 
Hackett’s remark, I would say this, that we can discuss as a committee without 
reference to the officers of the railroad, any matter of policy, or anything of 
that kind between ourselves. What we want to do here is to get out the facts. 

Mr. Hanson: I would like to ask a further question. In regard to the 
profit and loss deficit of something over $57,000,000 shown on page 7, is it not 
true that that does not tell the whole story of the losses; that in addition to that 
as you sold the ships you wrote off, and properly so, I am not criticizing what 
has been done—you wrote off the complete loss of the ship, the difference 
between what it cost and what you got for the ship, and that does not appear in 
this statement. 

Sir Henry Tuornton: What is the answer to that, Mr. McLaren? 

Mr. McLaren: In reply to Mr. Hanson, I would put it this way, the profit 
and loss of $57,640,000 odd, is mostly made up of depreciation of $17,700,000 
odd and interest due the government on $28,400,000 odd. When a ship is sold 
the practice is to cancel the notes that are outstanding for the ship, it reduces 
that account, and reduces our investment account as well as adjusting the 
depreciation and the interest account. 

Mr. Hanson: Seventeen millions, twenty-eight millions, and fifty-seven 
millions make one hundred and two million dollars, so that the losses to date so 
far as it has gone has been $112,000,000. 

Mr. McLaren: No. 

The CHarrman: No. 

Mr. McLaren: About $11,000,000. 

The CHairman: It does not mean that at all. The difference between 
that and the $57,000,000 leaves the actual loss in operation, besides interest 
and depreciation. | 

Hon. Mr. Kuter: What figure are you carrying the boats under? 

Mr. McLaren: The boats now are carried at $45,500,000 odd. 

Hon. Mr. Euzter: Is that at cost less depreciation written off? 

Mr. McLaren: No, that is the cost from the government. 

Hon. Dr. Manion: From the government, the original cost was about 
$80,000,000 or $90,000,000. 

Mr. McLaren: The original cost is $45,000,000 as of the remaining ships. 

Hon. Mr. Euter: That is the cost of these boats in the first place. 

Mr. McLaren: Yes. 

Hon. Mr. Euter: Less depreciation? 


Mr. McLaren: No, not less depreciation. Depreciation is carried on the 
liability side. 
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Hon. Mr. Euter: Would you say that the depreciation that you have writ- a 
ten off from year to year would bring the value of your boats around the real 5 


value? 
Sir Henry Tuornton: No, nothing like it. : 
Hon. Dr. Manion: ‘The original cost was $90,000,000. I have the figures 
here. The origimal cost of the whole was around $90,000,000. 
Hon. Mr. Euier: Is it now on the books? 
Hon. Dr. Manton: I cannot give that. 
The CHairMAN: $46,000,000. - : 


Hon. Dr. Manton: There is a difference of $44,000,000 right there, and — 


that would be in addition. I presume to the $57,000,000 profit and loss account. 
Is not that right, Mr. McLaren? What has happened to the $90,000,000 original 
cost of the ships? I am just trying to get it clear. These are official figures. 
Phe original cost was around $90,000,000 in round figures, the capital account. 
Now, the present capital account is $46,000,000. There is a difference of $44,- 
000,000 there. . 

Mr. Hanson: ‘Where has it gone? : 

Hon. Dr: Manton: The boats cost $90,000,000, and it is estimated that — 
they are worth $44,000,000 to-day, but perhaps a good deal less. That is the 
‘capital account. 

Mr. Hanson: I saw a statement some place that $44,000,000. 

Hon. Dr. Manton: - That is what I am trying to get at. - 


Mr. Guary: When you sell a ship you charge the investment account with 
the cost of the ship. - 


Sir Henry THornton: Mr. McLaren, I think it was Mr. Hanson’s ques- ~~ 


fion, when a ship is sold that ship gives us so much money, which has invariably 
heen less than cost. What happens to the difference; is it written off? . 


Mr. McLaren: Let me put it this way. When you set this ship out in 
your investment account, it is turned over to the steamship company, you get — 
a note for it, in other words, you have the same amount in the investment 
account as you do in the liability account in notes payable. Now, when the ~ 
boat was sold that note was cancelled and likewise your investment was can- — 


celled and the money received for the sale of the boat was turned over to the 


government. 


Hon. Dr. Manion: What they are trying to get at and what I am trying : 
to get at is this; there has been a loss on depreciation, there has been a loss on 


interest, there has been a loss on deficit. Then, in addition to that there has 


been a loss between the original cost of ninety millions and the present valuation 


of the boats. Is that added together? 
Hon. Mr. Euter: What I want to get at is this: the Minister said a moment. — 


ago that the boats cost in the neighbourhood of ninety million dollars. Now, in — 


the first place, were they handed over to the steamship company, at that figure, 
and if not at that figure, at what figure were they handed over, and how are they 
carried on the books and what are those boats worth? 

Hon. Dr. Manton: May I just suggest this, that as Mr. McLaren appears ~ 
to be puzzled, we should give him time to figure it out and get the facts absolutely 
correct so we will not get the wrong view. | 


Sir Henry THorntron: If Mr. Roberts of the Finance Department is here, sue 


he could give a complete explanation of this matter, as between the government oe 
and the company. ; ; 3 


Hon. Dr. Manion: Yes, he can. 
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Mr. Roserts: I have not the figures with me, but I think I can clear the 
matter up. The cost.of these boats, as Dr. Manion said, was roughly $90;000,000. 
J have not the exact figures and I am just giving the rough figures. The 
cost was charged partly to the war appropriation, and partly to our capital 
expenditures at the time. You ean see the factors and that that represents a total 
loss of about $43,000,000 to the government, because these boats represent a 
total loss now. 
Since the boats were built, the government has paid out, leaving out interest 
on the original investment and leaving out depreciation on the .boats, I think 
fourteen or fifteen million dollars—is that the figure? 
Mr. Fraser: About twelve million dollars. 

Mr. Hansury: About eleven millions. 


Mr. Roperts: That amount we have paid out and it represents cash losses, 
_ apart from depreciation and so on. Adding to that the value of the money from 
_ the time it has been paid out, you have really an estimate of the cost of main- 
taining the merchant marine; the item to which Mr. Hanson refers, $57,000,000, 
does not represent a total book loss because in that time some thirty-five ships 
_ have been lost or sold, and as they have been sold or taken out, the amount they 
represented has been just thrown out of the books. So that what you have here 
now is the loss represented by the fleet which we have to-day. 


_ Mr. McGizzon: Do I understand you to say that that represents the Mer- 
chant Marine? 

__ Mr. Roperts: All the boats were put in the merchant marine at the cost of 
the government. 


fens Ir. Geary: $46,000,000 represents the thirty ships which you have there 
and has nothing to do with the ships which are gone? ' 

- Mr. Ropertrsen: No. 
peavir: Geary: When you sell them for $12,000,000, you charge the account 
ith that $12,000,000? 

Mr. Ropertson: When they are no longer a liability, they are taken out 
f the books. 


_ Mr. Hanson: Would it not be a simple way of getting at the loss if you 
took the cost of the boats and added to that the interest which has been paid and 
the losses year by year which the government has had to make up? 


| Hon. Mr. Manton: Plus the losses on those which have been sold and 
which are not in this account at all : 


4 __ Mr. Hanson: If you take the original cost and what you have now, the 
_ difference must be the loss. 


- 


_ Hon. Mr. Manton: That is why I think Mr. MacLaren could make up a 
- statement which he can put on the record here, giving it properly for us. 
There was a question which I asked you, Sir Henry, some time ago in the 


melee which was going on and you did not get it. I would like if possible to get 
_ an answer to it. Do you consider that there is anything like sufficient freight 
coming to the railways indirectly through the steamships to make up the losses 
on the steamships? 

_. Sir Henry Tuornton: No, I do not. 

Hon. Mr. Manion: Nor did I, and I thought you would agree with me. 


Mr. Beiu: That is the twelfth annual report of the merchant marine since 
its inception, and this figure which Mr. Hanson has referred to, the $57,000,000 
toss, could we have a statement as to whether we are losing more each year or 
what is the condition of the merchant marine year by year? 
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Sir Henry THornton: Our loss this year was a little less than last year. 
It has fluctuated up and down. Of course these boats are becoming less and less: 
efficient; they are also becoming less and less efficient for comparative purposes, — 
because newer and more modern types of vessels are coming into the field, motor 
boats, oil burners. 

There has been the same progress in marine engineering that there has 
been made in other branches of engineering, and each year these vessels find 
themselves in a more disadvantageous competitive condition than they were the 
previous year, because newer, faster and more economical and more efficient ves- 
sels are being built and entering the field of water transport. 

We have been able to do practically nothing with this merchant marine 
fleet. It stands to-day just about what it was when it was built, less deprecia- 
tion; but do not forget that there has been a very material advance in the 
efficiency of ocean transport since the war, and against which we have had to 
struggle with quite inadequate weapons. 

Mr. Betu: In other words, if we keep the merchant marine, we will have 
to build new vessels? 

Sir Henry THornton: My idea is that we should either go into the mer- 
chant marine business with effective weapons or get out of it. To 20 on as we 
are doing now is folly. 

Mr. Ever: We are now getting out of it. 

Sir Henry THornton: We are gradually being massaged out of it with 
a loss each year. Now we have to make up our minds which we are going 
to do, either one way or the other. 

Mr. McGisson: Which do you recommend? 

Sir Henry THornton: I recommend that we get out of it. 

Mr. CantLey: What would happen with the business that these steamers 
now have on the different routes? 

Sir Henry THorn'ron: We have largely used our vessels for trade explora- 
tion purposes. For instance, we established a service between Maritime ports 
and South American ports as an adventure, merely to see if there was any 
trade of sizable proportions between Canada and South America ; and while 
we have not made any money on that service, the results were surprisingly 
encouraging. There is undoubtedly a field for trade between Canada and South 
American countries; but we are not going to be able to do much with that trade 
with the kind of implements we are working with. All I can say is that with 
what we had we have made an exploration and it looks promising; but if we 
are going into that with any degree of efficiency or satisfaction, it cannot be 
done with the weapons we are now using. 

As a matter of fact, I might say, generally speaking, there is a very large 
field, I think, for Canadian trade in South America, and I think it is a field 
which, in the interests of the country, although it has nothing whatever to do 
with this, which the manufacturers of Canada are fully justified in exploring; 
and I think they will find it profitable for the very simple reson that South 
America, and I include in that Mexico, would rather trade with Canada than 
with Europe or with the United States. 

We are in a peculiar position with the South American countries, including 
Mexico, but we are the friends of all and the enemies of none. No one attributes 
to Canada any territorial desires or acquisitiveness. We have not offended any- 
body. We occupy an extraordinarily unique position with respect to South 
American trade; and only a few days ago I had an intimation from the Min- 
ister of Finance of Mexico that they wanted to a reciprocal trade treaty with 
Canada. They want to trade with Canada because they know we covet nothing 
territorial which Mexico possesses. } 
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Hon. Mr. Manion: I might say that Sir Henry brought that matter of 
trade with Mexico to the attention of the Department, and the Department of 
Trade and Commerce has been looking into it for some time. 


| Sir Henry THornton: We have two unexplored fields which, I think, will 
ultimately prove very profitable to Canada, South America and the Orient, I 
think that could be left to private initiative. 

. Mr. Durr: If you tied up those boats or sold them, could you make 
arrangements with private steamship lines to carry on the business which you 
have worked up, for the railway? 

Sir Henry THorRNTON: We could perhaps arrive at some sort of an under- 
standing, but our trouble is that we have on hand this Canadian Merchant 
Marine and have no mandate to let go of it; and, as some of the members of 
this committee have expressed it, the time has arrived when we have to deter- 
mine what we should do. 

: Mr. Fraser: It seems to resolve into subsidies—have you anything else? 
7 Sir Henry THorRNTON: Not necessarily. 

i Hon. Mr. Manion: There are quite a number of lines which run into 
Canada without subsidies. 

§ Mr. Grary: After you take out those boats—you have a balance of two 
or three million dollars—what would be the loss if you wound up. the whole 
show to-day? 

Hon. Mr. Manion: The vessels which have been sold, according to my 
‘recollection, have brought in the neighbourhood a little better than five per cent 
of the original cost. I may be a little low, but I mention that for the informa- 
tion of the committee, 


; Sir Hpnry AORN TOM: I cannot give Colonel Geary the answer right off 
the bat. 


E Mr. Hanson: Would it not be far cheaper for this country at this moment 
to lay up these ships than to operate them? 


7 Sir Henry THornton: I think it probably would, Mr. Hanson. 


2 Mr. Hanson: My information is that private enterprise will take over the 
routes, and that ships are available to do it. Have you any information on 
that point? 

Sir Henry TuHornton: I want to give the answer to Colonel Geary’s 
question. This is what would happen if we wound up the whole show to-day, 
liquidated it. It would result in our acquiring about $10,000,000 for the whole 
bag of tricks, that includes ships, and we have an, insurance fund of about 
$3,500,000, and we have working capital of about $1,615,000. 

Mr. Hansury: What are the ships worth, Sir Henry? 

Mr. Durr: Ten dollars a ton, if they only bring 5 per cent. 

The CHAIRMAN: I suggest that any member of the committee can make 
as good a guess about+the value of those ships as Sir Henry can give. 

Sir Henry TuHornton: If we sold these ships, they ought to be worth 

about two and a half millions. If we sold the ships we might get about 
$2,500,000 for them. It is not an easy thing to sell these ships, because they 
are not modern vessels. Some of these ships would go into illicit trades, which 

do not interest us. 

4 Hon. Mr. Manion: Mr. Hanson asked a question in regard to private 
interests offering to take over these ships. May I say for the information of 
- the committee that I was waited upon in the last few days by people who 

claimed that they could look after the trade? They were responsible ship- 
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Mr. Hanson: Would they do that without subsidies? 3 aoe 
Hon. Mr. Manton: Yes, I should think so. Many of the steamship lines 
coming into Canada to-day are not getting subsidies. Without giving the name 
of the line or the port, the Canadian National Railway was paying a subsidy 
on a certain line coming into a certain port in Canada, and Sir Henry dis- 
cussed with me about cutting off the subsidy; he told me that they had esti- 
mated that the subsidy the Canadian National Railways was paying to this 
line was an absolute loss; and it was said that if we advertised that we were. 
cutting off this subsidy we would have all sorts of protests; so Sir Henry and 
I decided that the subsidy be cut off without saying anything about it, and 
see what happened. The subsidy was cut off and nothing has been said 
about it and the steamships are still running. , 
Mr. Power: You will hear from them later. : 
Mr. CantLEy: What was the tonnage of the Canadian Trooper, which was 
sold? It is on page 9. | 
Sir Henry THorNton: Have you got that information, Mr. Teakle? 
Mr. TEAKLE: 4,540. ; . . 
Mr. Power: I do not know whether this question has been asked or not: 
Do the Canadian National Steamships receive subsidies from the Canadian 
Government on certain lines? Ss 
Sir Henry THornTon: On the South American line we receive subsidies. 


Mr. Powrr: That is what interested me. I do not know whether that has 
been brought up or not, but I have lengthy correspondence from one of the 
lumber merchants in Eastern Canada, the pine men principally, protesting against 
the payment of a subsidy to the Canadian National Steamships, which subsidies 
permit this line to put British Columbia timber into Eastern Canadian ports 
cheaper than they can produce it. 

Mr. Hansury: That is not the Canadian National but the Canadian 
Transport Company. 

Mr. Manton: The statement has been made, both publicly and privately, 
on a number of occasions to me, that the overhead cost of management of the - 
Canadian National Steamships was very much too high; extraordinarily large 
estimates of excess costs were made to me at different times. In looking over 
this report [ have underlined what I would take in a general way to be over- 
head costs, management and office salaries, travelling expenses, printing and 
stationery, advertising, office supplies and expenses—those are in a general way 
what I would take to be overhead costs. I would like vou to discuss with the 
committee for a moment what you consider management costs should be and 
how you consider this compares with what other steamship lines pay for those 
costs? : 3 

Mr, TEAKLE: Although at one time with the Allan’s as far as the other. 
lines are concerned, of course we do not have any access to their records; and 
as far as our merchant marine is concerned, we have held our expenses to the 
very minimum that we could possibly go. 

I think I am safe in saying that, so far as salaries are concerned, they can- 
not in any way be considered exorbitant... 

I might further say, in reply to the Minister, that we have at the present 
time in view a reduction due to the laying up of vessels and curtailment of ser- 
vice, “possibly a fairly good reduction in salaries, which I have not yet been 
able to convey to the President. | ; 

As a result of my trip to Australia and New Zealand, to which the Presi- 
dent sent me, we have been able to make substantial reductions which will be 
apparent in 1931. And I went out to the Coast and went into that sort of thing 
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s well. In times of depression like this, one has to go out everywhere to try 
| md get business; and while our gross revenue may not appear commensurate 
- with our expenses, we have had to keep an organization intact in the hope that 
conditions would improve. 

ee | Can truthfully say I have never figured out what the actual percentage 
~ would be, but I can arrive at that if the Minister would like it. 

i Hon. Mr. Manton: I had a statement given to me by yourself or your 
officers some time ago, I think the statement was given me by my Deputy a 
month or more ago. I must confess that, without knowing anything about. the 
- running of steamships, the percentage which was worked out did strike me as 
- being very heavy. However, I do not pretend to be a judge at all on that and 
I may be entirely wrong. That is why I asked if you could give the committee 
about the proper percentage which might be charged to overhead. 

= Sir Henry THornton: Mr. Fairweather has this worked out here, and the 
percentage of overhead is 7 per cent. 

Mr. FAIRWEATHER: That includes the items which vou have mentioned. 
Hon. Mr. Manion: This is. the Canadian Government Merchant Marine; 
and then if you take the Canadian Government West Indies, it is the same staff, 
- “is it not? is 

Gir Henry THORNTON: Yes. 

©. Hon. Mr. Manton: It is rather complicated, but it seems to me you have 
~ to add the expenses together. 

Mr. FarrwEAtHerR: ‘The percentage would be the same. 

Sir Henry THorNTON: Might I point out to the committee and the Min- 
ister that sometimes it costs as much or more to run an inefficient as an 
efficient machine. There is no good denying it, from a shipping point of view 
we have not an efficient machine; it is not a modern machine. The boats were 


built many years ago, and built under the stress of war. 


__. Mr. Power: You told us seven or eight years ago that you did not know 
_ what these boats were built for. 

a= Sir Henry Tuornton: When? 

_. Mr, Power: Seven or eight years ago you said to the committee that 


you did not know what these boats were built for; that when it was a question 
. of carrying cattle, they were not cattle boats; if it was a question of carrying 
grain, they were not erain boats. 

Sir Henry Tuornron: I compliment you upon your memory. That is 
seven or eight years ago. These boats were built before and during the war, 
-_ and since then the Government has tried to make the best use of them that 
- they could. In the lapse of those seven years since the vessels were built, they 
have become less and less modern, and the fact is that today, and there is 
no use denying it, they are not modern and efficient boats. That is not a critic- 
ism of anybody, because no one could help that. We find that every steamship 
company is building newer and more modern boats; and you would build a more 
efficient boat today than you did fifteen years ago. 

The CuaiRMAN: This committee, if I remember, was advised some time 
ago by Mr. Duff and others who knew about shipping to get out of this busi- 
ness because otherwise we would lose our shirt. 

Mr. Powrr: Mr. Duff said at one time that they were only good for boot- 
legging, 
Mr. Fraser: What does he know about boot-legging? 
be Hon. Mr. Evtrr: The purpose for which these boats were built no longer 
exists. They were built for war purposes. Let that go. It is perfectly evident 
that we are losing large sums of money and are getting nothing in return. 
3052423 ately 
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It has been stated and correctly so that if you are going to carry on this 
service you have to build more boats, As it is now the business is gradually 
dying. It is a question of whether we will have a slow or quick death. I have 
not heard a word from any member of the committee in favour of continuing 
these services, and the President, Sir Henry, is in favour of abandoning the whole 
thing. I would like to ask him his opinion as to when and how quickly this 
can be done. 

Mr, Hansury: Before Sir Henry answers that question, I think we have 
not taken into consideration the reason for operating this service at all. As I 
understand it, the reason this service is being operated is for the purpose of 
developing trade for Canada. We have not had one figure given us yet as to 
what trade has been developed for Canada. 

Mr. Powmr: As I understand it, the whole point is that the boats are so 
inefficient that you cannot develop trade with them. | 

Sir Henry THornton: That is going too far, 

Mr. Hanson: I understand that the railway benefits about $600,000 from 
the freight. 

Sir Henry Tuornton: Take the export business to South America in 
the year 1930. We carried 21,436 tons from which a revenue accrued to the 
Canadian National Railways of $113,000. That is just to South America. 

Mr. Hanson: Now the Pacific Coast. 


Mr, Hanspury: What is the value of those commodities to Canada? We 
have not got that information. 

Sir Henry TuHornton: Perhaps this will throw some light upon it, the 
freight earnings which accrued to the Railway Company because of the follow- 
ing services are represented by the amounts that I will give you: 


Australia. Sea ne 2 ir Ser een ae great $208,000 
New: Zealand .:ic ti 3.) eta je! eae an eee Pa 223,000 
South America... ... .. Weerpee cial Loe 


That is only from the exports. Now the imports— 
Mr. Durr: That is $516,000 of exports, 
Sir Henry THornton: Australia $41,000; the Far East, $5,000. The 


whole thing runs up to about the figure which has been given you of about 
$600,000. 


Mr. Hanson: Will you give us the sort of imports from South America. | 


Hon. Mr. Manion: That is the gross returns, of course. 


Sir Henry THornton: The imports from South America are mostly corn 
and linseed, which mostly goes into elevators, and we cannot trace it from that. 
We do not know whether we get it or the Canadian Pacific Railway gets it. 


Hon, Mr. Manton: Two minutes ago Sir Henry was speaking of the 
business men, and he admitted that business men did not have all the brains. 
I was a member of the House of Commons when this whole steamship business 
went into being, and the whole thing was done upon the recommendation of 
one big business man in this country, and it was opposed by most of the back 
benchers in the House. : ; 

Mr, Powrr: We sat up all night then. 


Mr. Hansury: But some of those back benchers are not now back 
benchers. 

Mr. Hanson: If you go back previously to 1917, you will recall that Mr. 
Pugsley was the sponsor of this idea. 

Hon. Mr. Manton: I cannot go back that far. 


io a 
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The CHarmMan: Mr. Euler asked a question. Would you repeat your 
question, please? 

c - Mr. Euter: “I was trying to find out if this Committee determined that the 
thing should be discontinued, how soon could it be done,—in twelve months? 

Sir Henry THornton: You might say twelve months, although I am 
not at all sure that all the ships could be sold in twelve months. 

Mr. Hansury: You could sink them, though. 

d Sir Henry THornton: Yes, they might be sunk. We might insure them 
in some outside agency and then send them up to Hudson Bay. 

Mr. Gray: How many are laid up now? 

Sir Henry THORNTON: Sixteen are operating and thirteen laid up. 

Mr. Power: Have you any commitments which would prevent you from 
laying them up right away? 
~ Mr. Trakte: This has rather been my baby—if the Chairman and the 
' Minister will permit me to say a few words, as a steamship man—not that I 
am afraid of my job. | 
a Sir Henry has stated correctly that we have been working with obsolete 
tonnage. I give great credit tc the Canadian Yards for the way in which they 
built the ships; they were well built and well found; and I am very pround 
of the deck officers and engineers of the Canadian Government Merchant Marine, 
But the President and ourselves have been up against an impossible task from 
the beginning. 

It is only in the last two or three weeks that I have been trying to assist 
in the carriage of cattle. The ships are not suitable for the shipment of cattle, 
and the best we can do is to go out and help the Department of the Govern- 
ment to find space. 

Referring to Australia, if we were to take that service off, I doubt whether 
we could get a company to take it up. We have joint Australian and New 
Zealand services, and by reducing the sailings from twenty-six to fourteen I 
think we may do something with them. 

In South America we are pioneers, and I can confirm everything the Presi- 

~ dent has said as to the possibility of trade. We have just had a goodwill ship 
and a goodwill party go down there. What would be the effect if we took that 
service off, I am not competent to say. 

When I was out at Vancouver in April, talking to some of the gentlemen 
out there, they said, that service must continue, We could tidy everything. up, 
I suppose, in three months,—I do not know what our commitments are,—and we 
could eventudlly liquidate it in a year or a year anda half. Having no fear about 
my job at all—I suppose something else would be provided for me—J think it 
would be a mistake until we get somebody to take up the routes we have got in 

order to preserve Canadian trade. 

Mr. Hanson: You think it cannot be done precipitately. 

Mr. Tzakte: No, as I have said, at the present time we have either to go 
out of the business or get new ships. | | 

Mr. McGipson= Haven't you now enough experience in the business? 

Mr TEAKLE: We cannot compete against the faster liners. 

Mr. Gray: ‘The thing he says is that he does not want to see the trade 
routes dropped. 

Sir Henry THorNTON: I assume, when we speak of going out of the busi- 
~ ness, that we are going to do it with some exhibition of judgment. : 


Hon Mr. Manion: This is a recommendation to the Government, and I 
have thoroughly enjoyed the discussion, I just mention that in the end it will 
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have to be up to the Government. to decide on the policy, and the Government 
would have to look into the trade with other countries. ae : 

Mr. Power: We could not and we should not make a recommendation that 
this business should be closed up right away. We would at least have to leave 
that to the discretion of the government. ° 

Hon. Mr. Manton: If you make any recommendation along that line, it 
should be that the government should consider it. 

Mr. Hackxert: Do you suggest, Sir Henry, that we should get out of the 
West Indies? 3 

Sir Henry THorNTON: That is a treaty obligation. - 

Mr. Hanpury: Of the over head expenses of operating the Canadian 
Government Merchant Marine, would any proportion of those expenses be put 
on the Canadian National Railways, if that were done away with? 

Sir Henry THornton: No, it would not be a transfer of obligation. Tf 
we went out of the business it would not involve an increased expense to the 
Canadian National Railways. 

Mr. Hansury: There is no proportion of the expenses of the offices in those 
countries which would fall upon the Canadian National Railways. 

Mr. Teaxkie: In New Zealand and Australia we have our own offices, 
reorganized during my trip down there. We have agents in the West Indies 
Islands and other countries. With our West Indian representatives, I consider — 
we have a very good agreement; we pay them on a certain basis and-I think 
Mr. Duff is familiar with that. 

Mr. Duff: What do you pay them? 

Mr. Traxrte: I would not want to give that in public; I would rather give 
that in private. I flatter myself that we made a fairly good deal. With the 
approval of the Chairman, I would not mind telling you. 

Mr. Durr: If it is less than two and one-half per cent, it is good. 

Mr. Teakue: I can assure you it is. 

I would like to go on with what I was saying. Going to Australia and New 
Zealand, we found that the service which we were operating at that time could 
not take care of all the business, and we were approached by business men to 
come in and assist. At the time the Dominion of Canada was paying subsidies 
of $140,000 a year for the monthly service to Australia and New Zealand, and 
those ships did not come back to Canada, and we brought the ships back to 
Canada and Canada immediately and promptly cleaned out that subsidy of 
$140,000. | 

As to South America—I cannot say as Clearly and distinctly as to Australia 
—TI think there was a line which was getting a subsidy, but I cannot say that 
we are giving an absolutely definite service to and from South America once a 
month. z 

Mr. Hanson: I would like to ask a question as to the coastal service. I 
think you said that the Canada West Coast interest had assured you that they 
thought that service ought to go on. May I say to you that the East Coast 
service are as definitely against that as the West Coast are in favour of it. You - 
carry freight and you come definitely in conflict with the Eastern timber mar- 
kets. . 
Mr. Trak: At one time I served in Saint J ohn, New Brunswick, and at 
that time you could get almost any quantity of spruce lumber. At the present 
time it is not possible to get that. | 

Mr. Hanson: I think Mr. Snowden prefers to trade with the Bosphorus, 

Mr. Power: I think Mr. Hanson’s objection is that you are dumping West 
Coast lumber into the East Coast market. ; 
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Mr. Hansury: In response to Mr. Hanson’s objection about the dumping 
of Western Canada lumber into Eastern Canada, I would say that if the Cana- 
dian Merchant Marine does withdraw that service, there are private interests 
which will offer the same service from the West Coast to the Maritimes. 
Mr. Hanson: All right, but we should not put on a service by the Canadian 
Government which will go into competition with the men who are the best cus- 
‘tomers of the Canadian National Railways in Eastern Canada. The firm of 
which I am speaking ships 25,000 carloads on the Canadian National Railways. 
That firm’s business is nearly all on the Canadian National Railways, and they 
object to this competition. | Poti 

Mr. McGrsson: What is the present loss on this service? 

Mr. Trakie: $97,627. Last year there was a loss of $97,627.74. 

2 Mr. McGrppon: That was poor business. 

Se Sir Henry THORNTON: The answer to your question is the figure which was 
given, an operating loss of practically $97,000. There is no subsidy on the inter- 
coastal service. 

Hon. Mr. Manion: Not according to the figures which we have here, which 
show a profit of $79,000. I think that is correct. 

_ Sir Henry THornton: We want to know what the operating profit or loss 
was on the intercoastal service last year. 

& Mr. Teakue: That was last year, but the previous year, that is 1929, the 
profit was $164,854.70. , 

Mr. Smart: This figure here gives $224,000. 

_ Hon. Mr. Manton: These are figures prepared by your own organization. 
se Mr. FarrwEstuer: They are marked approximate, as the books were not 
closed at that time. 

Hon. Mr. Manton: That is a very vast difference. 

Sir Henry Tuornton: I think those figures should have close examination. 


oe Hon. Mr. Manion: I brought it up because of the difference in the figures. 
Last year they showed a profit of $224,000. That for. 1929 is actual. 


Mr. Hansury: I think that is correct. 
Sir Henry THorntTon: I think we have got mixed up on those figures some- 


Pay 
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Hon. Mr. Manton: What do you say was the profit in 1929, Mr. McLaren? 
¥ Mr. McLaren: Apparently the difference between the $79,000 profit and 
the loss of $97,000—that $79,000 does not include the overhaul expense and the 
_ lay-up expense. 

- _ _ Hon. Mr. Manton: That is alright for 1930, but what about 1929? 
Sir Henry THORNTON: We have an operating profit for 1929 to $224,000. 
Mr. McLaren: $164,000. The difference must be, as I stated before, the 
voyage profit, not taking in the lay-up expense or the overhaul. I do not know 
_ why those figures were given. 

Hon. Mr. Manion: This says earnings and disbursements, and Sir Henry 
has the same figures. alae 

‘Mr. Hansury: I think it is very important, Mr. Chairman, that we should 
have those figures correctly. 

-. $ir Henry THornton: We will have to have these figures examined. Dr. 
- Manion wants to know what is the operating profit or loss of the coastal service 
‘in years 1929 and 1930. Now, we want that answered. 

Mr. Fraser: And the tonnages too. 


272 SELECT STANDING COMMITTEE 


Mr. Hansury: Following up the question about the intercoasta] service, 
I would like to ask if the operation of that intercoastal line does not affect the 
freight revenues of the railway itself, because there will always be a certain 
amount of heavy timber brought into Eastern Canada; would you not by: this 
lose the revenue which the railway would otherwise get? 

Mr. TreaKieE: May I answer that, Mr Chairman, by stating that before we 
went into the intercoastal service, we had a meeting in the Traffic Vice Presidents’ 
office of the Canadian National Railways, at which were present two officers of 
the Canadian Pacific Railway and Mr. Walsh, the General Manager of the 
Canadian Manufacturers, and our Traffic Manager, Mr. Dalrymple, Mr. Wood 
and myself; and the whole thing was thrashed out and the railways came to the 
conclusion that as the Panama Canal was then open for traffic, steamer traffic 
would come through it and they might as well face it and try to get a company 
which would work harmoniously with the railways and try to work successfully. 
The railways thought that through the Panama Canal’ steamer trafic would 
come around. 


Sir Henry THornron: We realize that the opening of the Panama Canal 
would establish freight competition between the Pacific and the Atlantic Coasts, 
and our idea was that if we were to experience that competition it would be 
better to maintain it with our own transportation than to have an outside com- 
petitor come in and do as he chose. 


Mr. Fraser: Has any business developed from the East to the West? 
Have you return cargoes? 


Sir Henry THornton: Yes, the business has become comparatively satis- 
factory. 


Mr. Power: What does the business comprise? 


eT ae 


Mr. Traxie: It comprises everything from a needle to an anchor. I con- 


sider Saint John a sort of a second home of mine, and the men from Quebec 
and the West have. been very sympathetic to this service, and we have on 
record in the office at Montreal information to the effect that by putting this 
service on they have been able to send traffic around in competition with the 
American manufacturers. I would like to come back to the question of lumber. 
The point arises in my own mind—and I am not a lumber man, but we get 
roughly the large cuts of British Columbia fir, and it has always been told me 
that if we did not bring in British Columbia fir we had not anything to measure 
up in the East and it would result in United States pine coming into Canada. 
We with this service have done our very best to look after Canadian interest, 
so that we got British Columbia fir into astern Canada as far as we could. 

Sir Henry TuHornton: In other words, what you did was that you kept 
out of Eastern Canada American lumber and introduced British Columbia 
lumber? 

Mr. TEAKLE: Yes, sir. 


Mr, Power: I think a distinction has to be made there, that a certain class 
of British Columbia square timber is absolutely necessary for the construction 
of wharves and so on in Eastern Canada, but the objection taken by Eastern 
Canada lumber men is that you have been taking cargoes of lumber which com- 
pete with their spruce. 


Mr. Hanson: Yes, that they have been subsidizing a service which hurts 
the Eastern Canada lumbermen’s trade. 


Mr. Hansury: At the present time the Canadian Government Merchant 
Marine is operating a stable service, and if that is taken away we will have a 
distress service. And if this is done away with, instead of having a stable ser- 
vice, you will have an unstable service. 
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_ Mr. Durr: If the committee decides to lay up these boats, I wonder if 
Mr. Teakle or Sir Henry will inform us how it will affect freight rates. 

Mr. Treaktue: In so far as freight rates are concerned, and going back to the 
time I came into the service in 1919, I have always claimed, and I think rightly, 
that we have been a balancing influence. I think the private lines will agree 
that none of us has tried to injure them deliberately. We have agreed that 
we have had a very influential effect on freight rates. At times we have had 
many discussions and conferences. J am a private line man and I believe in 
conferences. We can discuss our problems at conferences. I do not get the 
credit, but our traffic men get the credit of holding the freight rates. We have 
agreed that the Canadian manufacturer should not be penalized and that the 
small man should get the same chance as the big man. 

Mr. Durr: That is partly an answer to my question. If these boats were 
disposed of or laid up and a private line took over the business, would the 
private line raise the freight rates? 

Sir Henry THornton: That is a good deal of a gamble. That is pretty 
hard to say. Undoubtedly the presence of the Canadian Government Mer- 
chant Marine on certain rates has had the effect of stabilizing freight rates, 
and had there been any disposition on the part of private lines to combine 
for the purpose of raising the freight rates to the disadvantage of the Cana- 
dian manufacturer, the fact that we were there and would not agree to that 
prevented that raise. 

Mr. Hackett: To what extent would operating expenses on the West 
Indian service be increased if the Canadian Government Merchant Marine 
ceased operation? 

Mr. TEAKLE: There would be no effect. If it were closed we would have 
to discharge the staff we now have handling our other business and close up 
certain offices and simply carry on as a smaller company. 

Sir Henry Tuornton: I think the direct answer would be that the effect 
would be negligible. 5 

Mr. Power: How many of the staff would be laid off, firstly of the office 
staff, and secondly in the crews? 

Hon. Mr. Manion: When you say there would not be any change in the 
expenses, let us get it clearly. I take it that Mr. Teakle is the head of the 
Canadian Government Merchant Marine and also of the West Indies service— 
that is correct? 

Mr. TEAKLE: Yes, sir. 

Hon. Mr. Manion: Then I take it that Mr. Teakle’s salary is divided 
between the two services. If you cut off the one, how could you say it would 
not make any difference in the costs? 

Mr. Treakue: I think the president’s remark was that it would not make 
any great difference. We would no doubt have to get rid of a lot of men, 
but what it would mean one would have to think out. 

Mr. Hanson: How much of the expense of the Canadian National West 
Indies service is loaded into the Canadian Government Merchant Marine? 

Mr. TwAKLeE: They are divided in the accounts. 

Mr. Hackett: What proportion of your own salary is borne by the Cana- 
dian Government Merchant Marine and how much by the West Indies service? 

Mr. TEAKLE: My own salary is 50-50. 

Hon. Mr. Manton: You mentioned a while ago that you used to be with 
the Allan Line. I have heard comparisons made about the expenses of the 
steamship lines, that the Allan Line when it ran, in proportion to the business 
which it did, that its overhead and management expenses were proportion- 


O74 SELECT STANDING COMMITTEE 


ately very much less than you have now. Can you give an estimate of that 
statement? 
Mr. TEAKLE: Yes. We are not living to-day on the same standard as 
we were then. To-day in Canada we are on a higher standard of living. I 
think as far as salaries are concerned we would naturally be higher in the 
Merchant Marine on account of present day expenses. 
In the operating expenses of ships, my recollection is that we used to pay 
our firemen £4 10s.; to-day we pay them $50. We used to pay our sailors £4 
and now we pay them $50. 
Hon. Mr. Manton: Let us get away from salaries, and what about the 
overhead expenses in proportion? 
Mr. Teakue: For instance, I know a good deal about traffic matters. I - 
was reared up in the traffic department. Take the Liverpool service of the old 
Allan Company, and we did not handle one-fifth of the paper which we have 
on our Australian service. A lot of that work has come in as a result of 
the war service. 
Sir Henry THornton: What do you mean by paper? 
. Mr. TEakueE: Bills of lading and manifests, sir. 
Sir Henry THorRNTON: I was not sure eRe oE Mr. Hackett’s question has 
been properly answered. I think we gave him the impression that -if the 
Canadian Government Merchant Marine were abandoned it would not have 
a material effect upon the expenses of the West Indies service. I think it 
would be more than negligible. 
Mr. THaxie: I think I said, sir, that there would be an increase. 
Mr. Hacxerr: My suggestion is, sir, that the cessation of the Canadian — 
Government Merchant Marine would materially reduce the operating expenses - 
of the West Indies service. 
Sir Henry THornton: That the abandonment of the Canadian Govern- 
ment Merchant Marine would materially reduce the West Indies expenses? 


Mr. Hacxerr: Let us take the instance of Mr. Teakle. His salary is. 
borne half by one service and half by the other. Now if the volume of business 
done by the Canadian Government Merchant Marine is greater than the volume 
of business that is done by the West Indies service, the division of that expense — 
is, I submit, out of proportion and unfair to the West Indies service. 


Mr. Power: I do not think that is a fair statement to make. The West 
Indies service wants a oe man as manager and they are profiting by the pee : 
that Mr. Teakle happens to be employed in an allied company. 


Mr, Hacxerr: Mine was a question relating to the mathematics. 


Sir Henry THornton: I am afraid you are propounding a question in 
calculus to one who has an insufficient knowledge of geometry, as far as I am 
concerned. 


Mr. Geary: If you look at the statement. of the West Indies, on page 20, : 
you have management and office salaries and office supplies and expenses. 
Similarly, looking at the account of the Camadian Government Merchant 
Marine, on page 8, we find management, and office salaries and the correspond- 
ing item of office supplies and expenses are about equal. A good deal of those. 
two items on page 8 would be transferred to the West Indies, which would 
increase the cost to the West Indies. 

Sir Henry THorntTon: Yes, oe is right, Colonel. 


Mr. Hanson: That is the way I read it. I think if you drop the oper- — 9 
ations of the Merchant Marine, you will increase the deficit of the West 
Indies. Sa 
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Mr. Geary: The half million dollars of insurance, is that a cash account? 
Sir Henry THornton: Yes. it is represented by cash or securities. 


The Committee adjourned until 4 o’clock p.m. 
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AFTERNOON SITTING 


On resuming at four o’clock. 


The Cuairman: We were discussing the Canadian National Steamship 
Merchant Marine division, and if there are other questions to be asked in this 
matter, now is the time to ask them. 


Mr. Geary: May I ask one or two, Mr. Chairman. In your assets on 
investment account.—take your consolidated balance sheet at page 6 Ee 
—investinent account shows-vessels as at December 31, 1929. You have credited 
that with the deductions during the year. 


3 

| ‘Sir Henry THornton: Yes. 

© Mr. Graxy: Your deductions during the year are, I take it, shown on the 
_ profit and loss account on page 9. Did you get $1,300,000 for that ship? 
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Sir Henry THORNTON: ‘No. 
Mr. Grary: What are those deductions? Is that the ship you sold and 
what else Tic: 
Sir Henry THornton: Mr, McLaren, will you answer that question? 
Mr. Mclaren: Is that the deductions, Colonel? 
{= Mr. Geary: You credit investment with about $1,300,000. Can you tell 
me what the figures are, what the items are? 
3 Mr. McLaren: $999,262.45 is the amount of the Canadian Trooper sold. 
— We reduced notes by $989,262.45, and cancelled the capital stock on $10,000, 
and retired equipment on the Pathfinder, $11,166.62, also on the Skirmisher, 
$9,001.22, and transferred to Discount and Capital Stock $300,000, that makes 
up the $1,319,000. ; 
= _ Mr. Grary: These are investments, and you are crediting that with the 
notes retired. 

Mr. McLaren: Yes. Well, it is just a matter of eliminating it out of the 
investment account as well as out of the liability account, 
a Mr. Geary: I understand— 7 
ss Mr, McLaren: Of the Dominion of Canada. 
4 Mr. Grary: I know how it is balanced on the other side, but the $989,- 
262.45 consists of the purchase price, apparently, of the Trooper. 
Mr. McLaren: Right. : 
Mr. Geary: Or the book cost of the Trooper, which would it be; it would 
~ be the book cost? 
2 
i Mr, McLaren: The book cost, 
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Mr. Grary: What was the book cost of that ship? 

Mr. Boruweii: $926,000. : 

Mr. Geary: Where did you get that? 

Mr. McLaren: $989,000. 

Mr. Grary: Would you have some more book values? 

Mr, McLaren: Discount on eapital stock, down at the bottom of page 6, 
take it out of the investment account, 

Mr. Geary: I do not see that, Mr. McLaren, You mean you charge the 
assets against that $300,000 discount afterwards, is that what you do? 

Mr. McLaren: Reduce the investment account and cancel the original 
note, cancel the account, would not take it out of the investment account, and 
set it down as a discount on the capital stock. 

Mr. Hansury: An actual logs, is it? 

Mr. McLaren: It is the capital stock set up on the liability side, you do 
not have to make a value, and it was previously in the investment account, so 
we take it out of the investment account and put it down in the discount. 

Mr. Hanzury: We do not know how it is done yet. You sold this vessel 
at a loss. Then you carried it in your books and you had a losss, We do not 
know how you carried that loss in your books. What did you do with it? 

Mr, McLaren: The loss? ; 

Mr. Hanpury: Yes, that you have on selling the vessel. 

The CHarrMAN: The loss is taken up by the reduction in investment 
account. 

Mr. Hanspury: That is a cross entry or a book entry only. 

Mr. McLaren: I think I explained this morning that the amount of the 
note for the value of the boat was set up in the investment account, and when 
the vessel is sold the note is cancelled and automatically the investment account — 
is reduced. The money that we receive for the sale of a vessel is handed over 
to the Government and they take care of the loss between the selling price 
and the cost price to them. That is up to them. 

Mr. Hansury: That is not part of your accounting at all? 

Mr. McLaren: No. zs 

Mr. Geary: You carry part of it on notes and you also write off deprecia- 
tion and that goes into your profit and loss account. Where does the Govern- 
ment come in there? You cancel certain debts or notes and write off deprecia- 
tion, and $900,000 of that goes into the profit and loss account? 

Mr. McLaren: Yes, profit and loss was originally charged with the 
depreciation and with the interest; and when the boat is sold the adjustment 
is made in both those accounts and in profit and loss. 

Mr. Hansury: In other words, if you have a profit in that, you have that; 
but if you make a loss the Government stands the loss? ; 
Mr. McLaren: The loss between the cost and the sale? 

_ Mr. Geary: The capital loss is the difference between the cost and the sale 
price. 
Mr. McLaren: Yes. All we would have in our profit and loss would be 
the operating loss on vessels as sold. 

Mr. Hansury: Plus depreciation. 

Mr. McLaren: The interest is taken out and depreciation. 

Hon. Mr. Manion: But you have, Mr. McLaren, the material from which 


to make the statement? He is going to try and prepare a statement to be put 
on the record, showing the total capital loss. | 
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if the enterprise were wound up. 


Notre.—These figures do not include any interest the Government gave up. 


Mr. BorHweuu: There is a statement showing insurance reserves. On 
what basis is that insurance reserve built? 
| Mr. McLaren: The insurance reserve is built up on the basis of charging 
the operating expenses; the premiums I could not say. 
Sir Henry THorNTON: I could explain that, and Mr. Grant had better fol- 
low me and check me if I am wrong. The fund has been built up by charging 
_ expenses with a certain amount of premium and this represents the amount by 
which the charge on account of premiums was greater than the actual losses, 
plus the accumulated interest. This $3,500,000 is represented by Government 
bonds and other securities. 
Hon. Mr. Manion: It is part of your $14,000,000 fund. 
Sir Henry THornton: It was built up in that way. We really charged 
ourselves with larger premiums than the actual losses. 
Mr. BorHwetu: That is you carry your own insurance and you fixed your 
own rates, according to the standard rates? 
Sir Henry THornton: We built up a reserve fund. 
Mr. Boruwe.u: How did you arrive at that insurance premium? 
Sir Henry THornton: It is built up by using the commercial rates. 
Mr. Cantiey: That is the most satisfactory showing on the whole sheet. 


Sir Henry Tuornton: Yes. It is all part of the one fund and it is handled 
as one fund, excepting that the three and a half millions are allocated. 

Hon. Mr. Manton: It is part of the $14,000,000 fund? 

Sir Henry THorNTON: Yes. 

Mr. Cantuey: Less the losses? 

Sir Henry THorNTON: Yes. 

Mr. Geary: What do you mean by part of the $14,000,000? 

Hon. Mr. Manton: In a fund which they have built up by carrying their 
own insurance (they have been paying the premiums into that fund) and it 
has gradually been built up to, in a round sum, $14,000,000. Part of it is 
allocated to the steamships, which is some $38,500,000, and the other ten or 
eleven million dollars odd is allocated to the railways. 

Mr. BorHweELu: On what basis is the loss charged against the fund? 

Mr. McLaren: This includes the portion allowed to the railroad. The 
steamships balance sheet here shows the proportion which belongs to them. In 
other words in the railways balance sheet you have $10,000,000 odd, and you 
have in the Merchant Marine here $3,500,000 odd; and you have in the West 
Indies $353,599. 


Hon. Mr. Manion: In the regular balance sheet of the railway it shows 
| $10,568 000. 
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Mr. Geary: Where does the $14,000 000 show? 

Hon. Mr. Manion: No place. 

Sir Henry TrHornton: That was just the general statement that the whole : 
fund amounted to about that. j 

Mr, Kennepy: How do you arrive at the amount of the fixed charwet: 

Mr. McLaren: That will be governed by the basis of the insurance. 

Mr. FarrweatHer: As I understand it, Mr. Teakle has just told me that the 
Canadian Government Merchant Marine boats are insured at $50 a ton, and 
any losses would be paid out of the insurance fund. If it were less than a ‘total 
loss, it would be based on an appraisal. If it were more than $50 a ton, then the 
insurance fund would pay $50 and the balance would just be a loss. 

Mr. Durr: And commercial losses are taken out of this fund? 

Sir Henry THorNTON: Yes. 

Mr. Hansury: I do not understand the accounting between the Merchant 
Marine and the Government when a vessel is disposed of. I would like to ask 
Mr. McLaren if when a vessel is disposed of and the Government absorbs a 
loss, they hand over the note,—is that part of your lability to the Govern- 
ment! 

The CHAIRMAN: There is no hability there. 7 

Mr. Geary: Yes, the liability is the note payable, secured by a mortgage 
on a vessel. That is ‘charged with the amount and it is reduced, and that is — 
what you mean by your cross entry. 

Mr. Hackett: It has to be charged somewhere. 

Mr. Hansury: When you purchase a vessel you issue a note to the gov- — 
ernment for the purchase price? 

Mr. McLaren: I presume so. 2 

Mr. Hansury: When you dispose of a vessel that note for the full value 3 
is cancelled by the government? = 

Mr. McLaren: Yes. oe 

Mr. Hanpury: Now, supposing that boat is disposed of at less than the 
cost value to the Merchant Marine, there must be a loss. Who stands that — 
loss? ‘ 

Mr. McLaren: That would be the vovernment, 

Mr. Hanpury: If the government stands that loss, is that part of Ane 4 
Merchant Marine or the Canadian National lability to the selbst : 

Sir Henry THORNTON: No. 3 

Mr. McLaren: - I would say it is not a liability a the Merchant Marine. | : 

Sir Henry THornton: What do we do with that, do you know, Mr. i: 
Roberts? I see Mr. Roberts is not here. a 

Mr. Geary: You have one sale here of the Canadian Trooper, on page ee 
for $543,000, which we can go by, and you said your book value was $990,000. 
When that vessel disappeared from your ownership, you credited this invest- — 
ment account with its book value? ‘ 

Mr. McLaren: Yes. 5 

Mr. Gvary: On the other side of the ledger you have a note, and that q 
note was written off? ~ 

Mr. McLaren: Yes. is 

Mr. Grary: . Now you have an interest charge also unpaid and you have 2 
a depreciation reserve and you write off each? ‘3 

Mr. McLaren:. ‘Through profit and loss. 


- 
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Mr. Gary: In other words, through profit and loss you charge practically 
the whole amount in the account, so that the note in its whole amount practic- 
ally 1s wiped off by the government? 
Mr. McLaren: The liability is cancelled. 
Mr. Durr: And the government gets the amount you received for the boat? 
Mr. McLaren: — Yes. 
: Mr. Hansury: We were told that this $57,000,000 was really an operating 
_ joss, and now we are told that that total loss was reduced by the value of the 
vessels as sold. 

Mr. McGrpson: If that is so, let us get at the total. 

Sir Henry THORNTON: What happens is that we are the trustees for these 
boats. If we sold all the boats, our trusteeship would cease and this amount 
would disappear. — , 

Mr. Hanspury: And the government would have to absorb it in some way. 
Sir Henry THORNTON: Certainly. 
Mr. Hansury: And you do not know how they absorb it? 
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» ‘Sir Henry THornton: | No. 

= Mr. Hackett: Then the loss through operation is not entirely reflected in 
_ the accounts of the company? 

-_. Sir Henry THornton: I think that is probably correct. 


Mr. Hacxketr: It would probably reach a hundred millions? 

Sir Henry THornton: I think that is probably true. 

Mr. Cantiry: If you take the Canadian Trooper, she was sold for $543,000 

odd, then the cancellation and the depreciation with that item would make up 

$876,510. She cost $889,000. So that the two amounts of what she sold for and 

the depreciation account would not reach her original amount by $113,000. 
How was that reflected? 
| Mr. McLaren: Will you let me explain that to you, Colonel? The Cana- 
dian Trooper was not. sold for $543,000. The Trooper was sold for $50,000. 
As I explained, there was the Trooper’s note and investment; as I explained to 
Colonel Geary that was cancelled in the investment account, $999,000, taking 
in the stock. That cancelled the investment account and the lability account; 
and the two amounts the Colonel is speaking about, the interest and the depre- 
ciation, are taken out of the deficit. 

Mr. Hacxerr:. That means that your account stands as if you had never 

~ owned the Trooper? 

Mr. McLaren: That is correct. 

Mr. Hacxerr: And the burden fell entirely on the Government? Is that 
correct? 

Sir Henry THorNTON: Yes, that is right. 

The CHAIRMAN: That is where it belongs, too. 

Mr. Geary: What became of the $50,000? 

Mr. McLaren: That was turned over to the government. 

Mr. Geary: The salvage, whatever it was, was handed over to the govern- 
ment and what they did with it you do not know, and they had your note and 
they credited the amount received, and that is the whole picture? 

- Sir Henry THornTon: Yes. 

._ Mr. Hanpzury: I think it would be very interesting if we could have Mr. 
- Roberts, of the Finance Department, to tell us what they do with the losses. 
A The Cuamman: I do not think they do very much with it. You may be 


certain they do not put those losses in the bank. 
a €. 
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Mr. Fraser: Mr. Roberts is here now, 


The CuairMAN: Mr. Roberts, we are interested in knowing how you take 
care of these accounts in the merchant shipping, these ships accounts. We had 
the case of the Canadian Trooper which was recently sold and for which the 
government received $50,000, which they paid you. Now what we are interested 
in knowing is what you do, not with the $50,000, but with the loss you make 
from the original cost of these ships. 

Mr. McGrsson: Pay off the national debt. 


Mr. Roserts: In the first instance, these ships were charged to the general 
fund of the Dominion. They went in as an expense, the whole amount; and if 
there is any recovery in respect to that sale, it will be just the same as if we 
sold the Parliament Buildings and got back a certain amount, and it is credited 
as a return on account of previous years’ expenditures, in the public accounts so 
that it offsets to a certain extent the expenditures for the year, although it is 
cept separately. It is simply a return on account oi previous years’ expenses. 

The CHaiRMAN: You have no account in your books of the cost of these 
steamships? 

Mr. Roperts: We have. 

Hon. Mr. Manton: In the non-active assets? 

Mr. Roserts: Of the capital account, and part of it was paid out of war 
appropriations. 

Mr. Hansury: 50-50, wasn’t it? 

Mr. Roserts: No, I think not. The total expenses were $79,000,000. 
Mr. Durr: My recollection is that it was $98,000,000. 

Mr. Roserts: $79,511,659 was the original amount of the notes given by 
the Merchant Marine to the government as representing the actual out-of- 
pocket cost to the government of those ships at the time of the transfer. 

Mr. Durr: Without interest? | 

Mr. Roserrs: There was no interest involved. _ 

Mr. BorHwe._u: How much was carried to the war appropriations? 
Mr. Roserts: $19,983,000; ship-building capital account, $58,000,000; and 
there were transferred to the Merchant Marine at the time some three small 
vessels, I think which previously had been purchased by the Canadian Goy- 
ernment Railways, costing $1,222,000, which went to make up the total of 
$79,000,000. | 

Mr. Hansury: You have a capital account of $59,000,000, is that an: 
active account of the government? 

Mr. Roserts: No, it is Just kept record of in that way; and any monies 
recovered are simply turned in as previous years’ capital expenditure or a war 
expenditure, depending upon whether the ship was purchased out of the war 
appropriations or capital account. It goes in as a special revenue deduction 
against the capital expenditure of the current year, under the item of “Refund 
of previous years’ capital expenditure” or “ Refund of war account.” 

Mr. McGrsson: What is the total of those refunds? 

Mr. Roserts: The total refund, I think, was two or three million dollars. 

Hon. Mr. Manion: There were two or three ships lost or burned, weren’t 
there? 

Mr. Roperts: We have recovered $3,800,000, $2,000,000 odd on account 
of ships lost, $1,700,000 on account of ships sold; and there were seven ships, 
I think, transferred to the West Indies service at values amounting to $577,000. 
That makes $4,400,000 nominally recovered, of which $3,800,000 is cash 
recovered out of a total of $79,000,000. 


& 
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PE Hon. Mr. Manton: What was the original cost of the vessels transferred 
to the West Indies service? 


br 


— Mr. Roserts: The original cost was $6,800,000, and the value at the time 

: of the transfer, as estimated by marine experts, was $577,000. 

| Mr. Geary: The monies dispersed by the Dominion to make up the deficits 
is shown where? 

Mr. Roperts: As a non-active account, you are probably referring to one 
tem in the account. Our figures would be on the whole; making altogether 
about $90,000,000. 

Mr. Haneury: Is it a fact that the Canadian people owning the Merchant 
Marine and the Government of Canada are not showing as an asset one dollar 

of the value of the boats operated by the Merchant Marine? 

Mr. Roserts: They are not shown as a cash asset or a revenue producing 
asset, because it is neither. 2 

Mr. Geary: There is that $90,000,000, and you think out of the balance 
of the ships you could clear u pabout $7,000,000 if you sold them out? 

Sir Henry THornton: That is substantially right. 
af Mr. Hansury: I would like if the committee would review this for a few 

e minutes. We have been viewing it as a $79,000,000 investment with a loss of 

- so much, and also from the standpoint of seven and a half million dollars recov- 

ered. I would like the committee now to consider it that it represents an actual 

~ value, outside of the current assets, in vessels, of $2,500,000. Forget that we 

_ have been in the business and that we have had a loss. Our position to-day 

is that we have these vessels on hand and they represent a value that we might 

realize on of $2,500,000. I would like the committee to consider whether it would 

~ be adwisable that these vessels, representing two and a half million dollars 

should be continued in the endeavour to develop trade for Canada. What we 

have to take into consideration is the actual loss per annum in operating. Last 
year it was $1,343,000. 

Mr. Geary: No. $834,000. 

Sir Henry Tuornton: $834,000, Mr. Hanbury? 

Mr. Hansury: Last year the loss was $834,000. It is reasonable and fair 
to assume that the loss of $834,000 did develop business for this country; and it 
is also reasonable to assume that if this service was discontinued it will add 
to the loss, and also that if this is discontinued it will be necessary for this 

-eountry to subsidize another shipping company to make up the loss of the 
Canadian Merchant Marine. I would like us to forget this sixty or seventy 
or eighty million dollars and get back today to the actual investment— 

7 Mr. Hacxerr: Was it not said that the system could not be operated becaues 
‘the ships are obsolete? | 

Mr. Hanspury: Whether or-not they are obsolete, they operated last 
year in the shipment and transfer of goods to and from Canada, and the loss 
last year was some $834,000. 

Mr. Kennepy: That would be true; it could not be otherwise. 


Mr. McGisson: What about the taxpayers of Canada? 

| Mr. Hanpury: I am seeing if it is good business. We are taking up the 

position today as it is. 
: Mr. Durr: That is a very good argument, I agree with Mr. Hanbury, and it 
is a matter which should be taken up by us In camera. 

Mr, Hansury: We have to consider the development of our trade, and 

T think that is the only reason we have any merchant marine at all. If we do 
not develop trade, we are darned fools to have a merchant marine. 


Mr. McCiszon: Sir Henry disposed of that this morning. 
30524—3 
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Mr. Hansury: Sir Henry was speaking of the freight from exports and “a 
imports. . es 
Mr, Geary: [| think we could start off by cutting our losses and start off 
with $2,500,000 and then see if we want to run that service at a loss of $800,000 — 
a year. 

Sir Henry Trornton: I think the larger question is that of commercial 
strategy, and that is entirely a matter of policy. 

Mr. McGisson: What about the boats that Sir Henry says are obsolete? 

Sir Henry THornton: While it is true, doctor, that the boats are obsolete, 
and because they are not modern in character, are expensive to operate, at the 
same time we have used those boats for trade exploration purposes. I would 
not like to say that they are totally useless for that purpose. 

Mr. McGisson:. No, but the inference was that they were useless for com- 
mercial purposes in competition with modern vessels. 

Sir Henry THornton: Yes, in a competitive field. For instance, we have 
been using these boats for the South American trade, unsatisfactory as the 
employment may be; the result of that exploration is indicative of the possi- 
bility of good trade with South America. . 

Mr. Durr: How far South do the South American boats 20? 

Sir Henry THornton: To Buenos Aires, 


Mr. Hanson: Last year you operated considerably less boats than the year 
before? 

Sir Henry TuHornton: Yes, 

Mr. Hanson: How many less? 

Sir Henry Tuornton: -Mr.Hanson wants to know the difference®in the 
number of ships we had in service. I think it is accounted for by the fact that 
we abandoned certain trade routes, For instance, we operated a couple of trade 
services to Europe at a considerable loss, and we felt, in view of the excel- 
lent facilities offered by private lines on the North Atlantic, that there was 
no particular value in our continuing that loss ; So we withdrew and left the 
field to the private activities. 

Mr. Kennepy: How would you view that, as to South America, leaving it 
to private lines? 

Sir Henry THornton: It is conceivable that if we withdrew our vessels 
from that service and were able to put at the disposal of some private company 
the results of our services they might find it attractive to go into the field. I do 
not know. It is almost impossible for me to give an assurance, 

Hon, Mr. Euter: Would you care to hazard an opinion whether it would be 
profitable? 

Sir Henry THornton: For the past eight years the officers and myself have | 
been coming here and answering questions and revealing conditions which have 
shown deficits. As loyal trustees of the company, we have tried to make those 
clear; but we have now got to the point where we feel that in the interests 
of the people of Canada as a whole the government ought to say whether we 
are going on with this marine activity or are going to quit. We do not want 
any more to assume the responsibility for this continued deficit, unless there 
is a mandate from the government. | 

Hon. Mr. Ever: Is not what Mr. Hanbury suggests really a matter for 
the Department of Trade and Commerce? 


Mr. Hansury: They might want a recommendation from this committee. : 
Hon. Mr. Manion: How many of these routes which we are serving at 


the present time by the Canadian Government Merchant Marine are also — 


being served by competitive private lines? 
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Mr. TraKte: None of them, not from Canada. I want. to qualify that, 
that one service, the Houston Line, was putting on some steamers to South 
America, and we do not know how that will affect it. To Australia and New 
Zealand we are alone in the service. 

Mr. Hansury: What would be the effect of the Australian Treaty, sup- 
pusing it developed a lumber service? Would there be any vessels to take care 
OI it! 

Mr. Teakte: I understand there is one provided for by a subsidy. 

Mr. Hansury: But that is a subsidy which the Canadian people would 
have to pay. 

Mr. TEAKLE: Quite so. 

Mr. Gmary: After all, Mr. Chairman, the government has to take the 
responsibility, and it does not prejudice the case at all to approve this report 
and send it on. 

Mr. Hanson: I understand that last year, 1930, you had twenty-six ships 

in operation. On page 10 of the report you give the disposition of fleet during 
the year 1930, and you give the number on each route; and you laid up four, 
as shown on page 10. If you will give me the comparative figures for the 
year before, I would like to call your attention to something arising out of 
that, in the matter of operation. 

Mr. TEAKLE: We had thirty-five as against twenty-six. In 1929 we had 
thirty-five, and in 1930 we had twenty-six. 

Mr. Hanson: That is nine less? 

Mr. TEAKLE: Yes. 

Mr. Hanson: Now I call your attention to the operating deficit for 1929, 
which was $878,000 on an operation of thirty-five ships; and the operating 
deficit in 1930 was $834,000 for the operation of twenty-six ships; so that 
without question the ratio of your operating deficit has increased. I have not 
worked it out mathematically, but there is no doubt about that. 

Mr. TEAKLE: That is entirely due to business conditions. 

Mr. Hanson: Quite so, but is that not, roughly speaking, the result of 
all the years’ operations? 

Sir Henry THornton: Do you mean have we always had a deficit? 

Mr. Hanson: You have always had a deficit, but progressively increasing. 
The operating ratio is against the policy and against the system, increasing 
every year, and when you get down to ten ships the ratio would be enormous. 

Mr. Durr: Operating thirty-five ships last year, they earned an average 
of $24,000 each for freight, gross. This year, operating twenty-six vessels, they 
would average about $18,000 each. 

Mr. Hanson: He says that is due to business conditions. 

Sir Henry THornton: I think what Mr. Hanson has in~his mind is that 
the marine activities of the Canadian Government Merchant Marine have not 
been progressively improving. 

Mr. Hanson: They have been progressively receding. 

Sir Henry THoRNTON: Quite so, and that is one of the things which is 
bothering us. ; 

Mr. TEAKLE: In 1928, sir, the operating loss was $1,209,083; in 1929 it 
was $878,907.21; in 1930, it was $834,210.89. We are coming down in our 
losses. 

Mr. Hanson: No doubt, but you are operating less ships. 

Sir Henry THornton: In other words, the fewer ships we have the less 
the loss. 
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Mr. Hanson: But the greater the loss per ship or per voyage. 
Hon. Mr. Manion: So that if you wipe out the ships, you wipe out 2 
the loss. 7 teh 
Mr. Hanson: Yes. ot i tees a 
Mr. McGipson: As these vessels were operated chiefly for exploration pur- 
poses, how many ships were operated for that purpose? | ag 
Mr. Durr: When operating thirty-five ships? oy 
Sir Henry Tyornton: I think from the point of view of what is eae 
trade exploration, the only vessels in that now are ee eee ees in the South | 
American service, four ships. a 
Mr. Hanson: And the private line, the Houston Line, is undertaking now — 
to do that work. 
Mr. Trakie: They have only had one trip. ; 
Sir Henry THornton: The New Zealand and oieal a services, while 
they represent the only service between Canada and Australia, can hardly be — 
described as an experimental service, because they have been running for some — 
time. | 
Mr. Hanson: The Houston Line was advertising regular services from — 
Montreal to Montevideo and Buenos Aires; and if they are willing to take.on — 
this business, why not leave it to them? They are not getting a subsidy from 
the government. : | 
Mr. Durr: What are the ports of call? | “25 
Sir Henry THorRNTON: We call at Montevideo and Buenos Aires and wher- — 
ever trade is offered on the way home. a 
Mr. Hansury: Is it pretty well a one-way service, or are there eee oe 
cargoes? =. 
Mr. Teaxute: There are return cargoes. I may say that the Houston Line © 
was once before in this service and gave it up. We have been regularly init. 
Sir Henry THornton: The Houston Line have been in and out of this 
service. They have been in it once before and went out of it. They also called — 
at New York. That is, the Houston Line in the past have not maintained a — 
constant service. : e 
Mr. Durr: We ought to get some Norwegian interested in it. 


Mr. Hanson: -What is the loss on the South American service per voyage or or 
whatever other measure you have handy, per year? — 
Sir Henry THornton: The net loss last year, Mr. Hanson, was $78,000. - 
Mr. Hanson: How many voyages? so, Sa 
Sir Henry THornton: Twelve voyages. In 1929 we had eleven voyageeas 
with a profit of $51,000. = 
Mr. Hanspury: Mr. Chairman, I wonder if the officials have any infor oe 


showing the values of the commodities and articles imported and exported by 

this service? a 
Sir Henry THornton: I am afraid we have not. = a 
Mr. Hansury: I think that is important. If this Merchant Marine service 


is important for the purpose of developing trade, I think we ought to know vt 
trade they are developing. * 


Mr. TEAKLE: We have the tonnages, if that would be of any value. 


Sir Henry Tuornton: I think the Department of Trade and Commeree 4 
have that, Mr. Hanbury. Z 


Mr. Hansury: On this service? — Sera Una ne a o> 
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Sir Henry Tuornton: I think So. 


Mr. Boruwetu: I think you can get that from the Bureau of Statistics. 
Sir Henry Tuornton: We can make a note of that and see if it can be 
found. 


. Mr. Durr: I would move that the report of the Canadian Government 
Merchant Marine, Limited, and subsidiary companies be received and adopted. 


Mr. Hanson: With the reservation that we make the 
Mr. Durr: Absolutely. 


Mr. Hansury: I will second the motion. 
The CuHatrMan: Are there any more 

Canadian Government Merchant Marine? 
The motion is carried. 


Now, the West Indies lines. 


Mr. Grary: This is a good report, Sir Henry, you tell us exactly who are 
going to be elected at the annual meeting. 


Sir Henry TuHornton: Seein 
holder, there is not much difficulty 


Mr. Geary: It is 
they wanted to do so. 


Same representation? 


questions to be asked in respect to the 


g that all the shares are held by one share- 
in prophesying what he will do. 


just about what could be said of any other company, if 


* Sir Henry Tuornton: You want to start with the consolidated balance 
sheet, I take it. Will you read that, please, Mr. Fairweather? 


Mr, Farrweatuer (Reading) : 
Consolidated Balance 


adian National (West Ind 
panies: 


Sheet, as at 31st December, 1930, of the Can- 
les) Steamships Limited and Subsidiary Com- 


ASSETS: 
Investment: | 
Vessels as at 31st December, 1929., $ 9,633,306 33 
Additions during Year.. .. .. 171,408 71 


— 


$ 9,804,715 04. 
Cash in Bank.. 


191,096 65 
Insurance ind...) 5 353,599 70 
Discount. on Funded Debt.. .. .. 74,783 27 ae 
Discount on Capital Stock.. .. .. a 40,000 00 


PO baias $10,464,194 66 


Mr. Hanson: I can understand the discount on funded debt, I sup- 
pose the bonds issued were sold at a slight loss, 


Sir Henry THornton: Yes, 

Mr. Hanson: But the discount on capital stock? 
Mr. Gzary: That is just a cross. entry. 

Mr. Hanson: Go ahead. 

Mr, FatrwHATHER (Reading): 
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LIABILITIES 
Capital Stock: 
Authorized and issued: 400 Shares of $100 each.. $ 40,000 
Funded Debt: 
25 Year 5 per Dominion of Canada Guaranteed 
Gold-Bonds:) Sh [ioe ee on OO 
Dominion of Canada Account: | 
Notes Payable Secured by Mortgage on 


Vessels. . eS 577,315 80 
Adwances—Déiicit: sincere, soe eee ter cae Ose Ooueto 
Interest Accrued Unpaid.. ; 106,658 13 

otal fk aero bek beget ee enamine, Panzer 


Mr. Geary: You run this a little differently from the Canadian Govern- 
ment Merchant Marine. You have your money provided by bonds and you 
carry some notes as well. Have those notes any relation to the value of the 
ship, or are they advances? 

Mr. McLaren: ‘They are vessels transferred. 3 

Mr. Gary: All right. Then the Advances—Deficit represent cash 
advances for deficits incurred. 

Mr. FarrweaTHER (Reading): 

Canadian Government Merchant Marine, 


(Limited--Advance Account... .. .. ..9 88,605 98 
Unmiatured Interest Accrued... .. .. .. .... 156,666 67 
Unadjusted Credits: 4 2 ane od ee 30,949 28 
Accrued Depreciation—Vessels.. .. .. .. «. 516,314 68 
Enstirance:;/ Reserved s: 9 a0 Soe ean en ee oes 353,599 70 
Profit and Loss Account—Deficit.. .. .. .. 2,480,522 07 
Contingent Liabilities—None ascertained. 

Total <5. uate a ee OOS EIOO 


Mr. Hanson: How long has that deficit been building up,—over what 
period of time. 

Mr, McLaren: ‘Two years. 

Mr. Geary: That kitten was born with a stone around its neck. 

Mr. Hanson: Two full years? 

Mr. McLaren: Yes, two full years. 

Mr. Hanson: Mr. President, I had the privilege of visiting the West 
Indies last year on one of these ships, and on the way down I had the opport- 
unity of talking over trade conditions, as affecting the steamships, with a 
prominent man, whose name I will not mention, but he is the Managing Director 
of probably one of the largest houses in Trinidad, and he pointed out to me that 


while this service was a magnificent service, with which I fully concur, this _ 


service was being bedeviled by competition by the very cheapest kind of foreign 
vessels, and that the shipping of the British West Indies, notwithstanding the 
magnificent gesture of the Dominion of Canada in putting this line of steam- 
ships on this route in furtherance of Empire trade, was not getting the support 
of the shippers in the colony. Now, that is reflected in your balance sheet. 

If you observe the cargoes carried by the respective lines, you will notice 
that practically all the sugar coming into Canada—perhaps not all, but a very 
substantial part of it—is being carried by those foreign bottoms underchartered 


to the Ocean Dominion Line, which I believe is the Alumium Line of Quebec. 
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Whether a mistake was made at the time the West Indies Treaty was 
negotiated, or not, I do not know, and I do not wish to place any blame which 
I cannot back up; but the fact remains that there is no obligation on the part 
of the British West Indies Colonies to support this line with their freights, and 
consequently huge deficits are being incurred every year in operations, not to 
speak of depreciation and interest on the funded debt. of 
It seemed to me that something ought to be done to remedy that situation. 
. If you take the Island of Barbadoes, the principal production of that 
island is sugar; it is not a large production as compared with Cuba or Port of 
Spain, but it will run from 80,000 to 100,000 tons a year, and practically all of 
that production is sold to the Canadian Sugar refiners; and yet scarcely an 
ounce of that sugar this year is being shipped over this line, simply for the 
poo that these foreign vessels underquote rates quoted by our steamship 
ines. 

I want to bring this before the committee because I think some represen- 
tation ought to be made to the governments of these colonies. If they expect 
Canada to carry out not only the letter but the spirit of the trade treaty, they 
must do their part. They are, I suppose, fulfilling the letter of the contract, but 
I do submit to the consideration of this committee and the public that they are 
not fulfilling the spirit of the undertaking which this country entered into in 
1928. 

: Mr. Kennepy: The trouble is that the sugar men down there are in a very 
distressed condition. 
_. Mr. Hanson: There is no doubt that the sugar producers down there are 
in a very distressed condition. The production costs exceed the sugar price by 
about six-tenths of a cent per pound. Nevertheless they have to market their 
product because it is practically the only product that they have. 
Would it not be feasible, in that connection, for this line to consider,—I 
am not an expert and do not pretend to be, but the situation is staring us in 
the face and the line is losing money while the trade is going to somebody 
-else-—what can be done to try and meet that competition? That is one con- 
sideration; but the main consideration, in my mind, is to see if something could 
not be done with the governments of these various colonies whereby they would 
fulfil the intent of this agreement so that we would get that trade which is now 
going to foreign bottoms. It seems to me that it is a shame if something cannot 
be done to meet that situation. In the meantime the Canadian taxpayer is 
paying a deficit in cash to the extent of a million and a quarter a year, not to 
say anything about the carrying of the trade. 
Mr. Geary: What do you think the Government can do? 

Mr. Hackert: Who determines by what line that freight shall travel? 

Str Henry THornton: The shippers, Mr. Hackett, up to this point that 
we, of course, maintain a soliciting organization. : 

F Mr. Powrer: ‘Those vessels are practically carrying cargoes as ballast? 
Sir Henry THornton: ‘There is a good deal of truth in what Mr. Hanson 
says. Take, for example, the Aluminum Company, which operates a service 
fundamentally for the purpose of transporting boxite, the ore from which they 
manufacture aluminum, to their plant in Arvida. 

The Aluminum company maintain that they must control the vessels, the 
Implement by which that shipment is made, because they did not dare leave it 
to private hands. That being the case, they regard the operation of their 
vessels as primarily part of their operating costs in the production of aluminum; 
nd they fill out their vessels with any cargo that they can get, at almost any 
rice. 

Hr. Hanson: Inwards and outwards? 
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Mr. Cantiey: No, going south? ¢ a a. 
Sip Henry THornton: In other words, the cargo space which is not — 
occupied by boxite on the way up, and which is empty going down, they regard _ 
as an incident, and they fill their vessels up with such freight as they can get — 
at any price at all, and they regard whatever they do get outside of their boxite — 
as so much salvage on the operation; and we are, of course, competing with a — 
competitor who is able, for that reason, to carry freight at any price whatsoever. — 
Mr. Hanson: On sugar, I understand your rate is eighteen cents and theirs — 
is fourteen cents a hundred-weight. 4 
I was further told by this gentleman that if the Canadian National had ~ 
met that rate this year the competitor would have been out of business. ca 
Sir Henry Tuornton: Of course it gets to the point of just how far you 
are going to cut rates. a 
Mr. Hanson: Of course. I am not saying you should cut rates. | 
Sir Henry THornNton: We have been aware of the situation and it has — 
given us a great deal of anxiety. The people of Canada, through their Govern- — 
ment and in fulfilment of a negotiated trade treaty, is maintaining at consider- — 
able expense an admirable service which is not having the support it ought to — 
have from our cousins in the British West Indies. One of the reasons why we — 
went into that service was to prevent any further American penetration of the — 
British West Indies trade and possible the ultimate acquisition of those islands — 
by the United States. That was really what was back of the whole thing. We — 
have not had the response to that gesture which the people of Canada made — 
which I think we had every right to expect. a 
Mr. Hanson: There is a solution of this, which I think could be obtained 
by negotiations between the Government of the Dominion of Canada and the — 
Governments of the Colonies, and that is that the preference which we give on ~ 
the imports from those colonies should be limited to imports in Canadian or — 
British bottoms. That is a suggestion which I would make in that regard. 4 
Sir Henry THornton: Are the ships used by the Aluminum Company of — 
British registry? : 3 
Mr. McLaren: No, sir. ‘a 
Hon. Mr. Manton: I suppose that depends upon the terms of the original — 
treaty. , 4 
Mr. Hanson: It seems to me that somebody slipped when we were putting — 
a capital investment of $10,000,000 into a splendid line of steamers, in not mak- — 
ing a provision that when we made that expenditure we should get that business. — 
The CuammaNn: We are giving them a preference on the sugar, all the — 
benefit of which they take to themselves and none of which we can get. 4 
Mr, Durr: If they can get a cargo of sugar carried for nothing, why should 4 
they be penalized? 3 
‘Sir Henry Tuornron: The shipper always chooses the route of least — 
resistance. 4 
Mr. Hanson: We give them a 10 per cent advantage. It does seem to me — 
that consideration ought to be given to this problem, along the line which i 
have suggested. a 
Mr. Durr: How is that sugar bought? Is it bought f.o.b. West Indian — 
ports, or c.1.1.? ; : 
Sir Henry THornton: F.o.b. 


Mr. Grary: My recollection of the treaty is that it sets out what is to be 


done, and for a period of years. =a 


Mr. Hanson: But it did not cover this point. It obligated us to put no : 
line of ships which cost us $10,000,000. a 
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Mr. Geary: I agree that something has been left, out. Now, the point is 
can we put it in? 3 
) Mr. Hanson: It seems to me something might be done by negotiations. 
_ We have a wedge in the preferential tariff. 
; Mr. Durr: You cannot do that. Supposing one of my little vessels goes 
~ to Barbados and brings a cargo of West Indian molasses, would you stop me 
_ from doing that? 
Mr. Hanson: No: you are a Canadian. 

Mr. McGrezon: Do we not give a preference to goods coming to Maritime 
or Canadian ports? We would apply the same principle. 

Mr. Power: Your point is that it would be very easy, all other things being 
equal, for the Boxite or Aluminum Company to register their vessels as British 
vessels? 

Sir Henry THornton: We have been conducting two or three conferences 
with the Aluminum Company on this very question, to see if we could not 
come to some conclusion with them for the purpose of stabilizing freight rates 
at a figure which would permit us both to make some money. We have not 
got far enough as yet with those conferences to develop anything of a definite 
character, but that subject is under consideration. I am not making any pro- 

_ phesy as to what the results are going to be, but we are trying to work out some 
sort of an arrangement with the Aluminum Company in the matter of freight 
rates which will help us. 

Mr. Kennepy: Is that the chief business, the Boxite? 
2 Qi» Henry THornton: That is the chief business of the Aluminum Com- 

pany and they are the chief competitors. 

Mr. Geary: They carry very little West Indies goods. 

Sir Henry Tuornton: They call at British West Indies ports and carry 
freight to Canada, in connection with their boxite, and the opposite way as well. 

Hon. Mr. Manton: Is it not true that in all the West Indies services there 
are freight boats competing? 

Qir Henry THornton: The Aluminum Company are the principal competi- 
tors and the only one which gives us any trouble. 

Mr. Geary: What about the United Fruit? 

Sir Henry THornton: I was speaking of from Canada. 
Bs Hon. Mr. Manton: I have been informed, Mr. Teakle, that if we did not 
have the freight boats on the West Indies service, that companies like Pick- 
ford and Black and the Aluminum Company and others would take up the sur- 
plus and carry the freight. 

_s-Mr. Teaxue: That of course I cannot answer, but according to the trade 
agreement it is all called for what the service shall be; and in the constitution 
of the Canadian National Steamships, the Governor General in Council has put 
it up to the Canadian National West Indies Steamships to fulfil that. 

Hon. Mr. Manton: But the treaty could. be carried out if we could arrange 
with a private company to do the work. 
= Mr. Teakie: And if the necessary alterations were made ir. the legislation, 
S21 think. 
: Mr. Hackett: I believe Mr. Hanson said the Canadian Merchant Marine 
rate was eighteen cents per hundred pounds from Barbadoes and that the Alum- 
inum Company’s rate was fourteen cents. 

Mr. Hanson: I may be wrong in that. 

= Mr. Hackett: Let us assume that the treaty was revamped and the rate 
was eighteen cents, would not that result in what would be the equivalent of a 


=. 
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subsidy to the beet sugar industry here? Might it result also in a curtailment — 
of the export from those islands? 4 
Mr. Durr: And an increase of four cents on sugar? : oe 
Sir Henry THornton: We have not completed our negotiations with our — 
competitors. They have been competing with us in the fashion which I have 
described, and we are now trying to get them to a point where we can stop this _ 
cut-throat competition. a 
Mr. Hacxerr: But the higher the freight rate, the greater the protection to a 
the local source of supply; that is the beet grower, who is in competition with : 
the cane grower of the islands. a 
Sir Henry THornton: Of course I do not know much about beet or cane 
growing, but from what you say I think that is the natural deduction. a 
Mr. Hackett: I think that confirms what was said a few moments ago 4 
that fixing the rate might result in something which was not considered. a 
Mr. Geary: And if you reduce the consumption of cane sugar you lose — 
your income also. | ral 
Mr. Durr: What subsidy do you get from the West Indies? 
Sir Henry THorNTON: $219,229.89. ; 
Mr. Durr: Is that on the both services, windward and leeward? : 
Sir Henry THornton: Yes, sir. , 
Hon. Mr. Manton: Is that the total from all the islands? 


Hon. Mr. Manion: What is the total subsidy which you get from the 
islands? ; 
{ 
: 
4 
| 


Sir Henry THornton: $219,229. | 
Mr. Durr: Is that included in your Operating Revenue, Closed Voyages? 
Sir Henry THorRNTON: Yes. 


Mr. Durr: I think it would be better if that were put in separately in your © 
next statement, it is not a real freight earning. 


Mr, McGrspon: What was the subsidy paid to the Royal Mail Packet? 
Sir Henry THornton: For a fortnightly trip it was $400,000 odd. 


Mr. Hanson: And I would like to say that the service which they gave was = 
not comparable with the service given by this company. 


Sir Henry Tuornton: Yes, thank you. 

Mr. Durr: The subsidy was what? 

Sir Henry THorNToN: $219,229. 

Mr. Durr: I mean the subsidy which was paid to the old Royal Mail. 
Sir Henry THorntTon: Some $347,000. 

Mr. Durr: Was that only for the one service, to the Windward Islands? 


Sir Henry THornton: No, do you remember the fortnightly service from 
Saint John and Halifax to the Windward and Leeward and to Demerara. They a 
- went fortnightly. | 


Mr. Cantiey: Four boats? 

Sir Henry THornton: Four boats. 

Mr. Durr: We are saving money there, Z 

Mr. McGrisson: Your statement as to the giving up of the service did not : 
apply to this service, Sir Henry. ; a 

Sir Henry Tuornton: Oh, no, this is entirely the result of the trade : 
treaty. + ne 
Mr. Hanpury: When is the termination of the trade treaty? 
Mr. TEAKLE: I think it has ten years to run, 


. 
2 
; 


a 
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Mr. McGrsson: In view of the fact that you have modern vessels, it is 
ey, unfair to take this year of depression as an indication of what you may 
expect. 


__ Sir Henry Tuornton: I think that is true. 

Mr. Power: How did that passenger traffic stand up this year? 

Mr. Hanspury: That is on page 17. 

Mr. Power: You were pretty well booked up all during the tourist season? 

Sir Henry THornton: Yes, pretty well, Major. 

Mr. Durr: How is the Boston service standing up? 

Siy Henry TuHornton: Admirably. The passenger traffi ing in 1930 
was $746,000 odd. ; : a) ee 

Mr. Durr: From Boston? 

Sir Henry THornton: Oh, no. In 1929 it was $653,000. 

Mr. Hanson: For the first three months of this year? 

Mr. McGisson: Can you get the figures from Boston? , 

Mr. McLaren: The first four months of 1931 amounts to $360,000 odd, as 
against the figures of 1930 of $317,000 odd. 

‘Mr. Fraser: That is an increase. 

Mr. Geary: We have heard a lot about bananas. I was going to ask about 
the banana trade, which was talked about a great deal at the inception of this 
business. Did that come up to expectations? You say it was fairly satisfactory. 

Sir Henry THornton: In 1930 we handled 1,872,000 stems of bananas. 
In 1929 we handled 1,522,000 stems. 

Mr. Durr: Those are all handled on the Rodney and the Somers? 

Mr. McLaren: No, on the four boats. 

Sir Henry THornton: The United Fruit Company carried in 1930, 
1,227,000 stems; and the previous year, in 1929, the United Fruit Company 
handled 1,067,000 stems. 

Mr, Durr: Where to? 

Sir Henry THorNTON: To Saint John. 

Mr. Hanson: They do not intend to give up the Canadian trade without 
a struggle. 

Sir Henry THornton: They have shown no great signs of it so far, 
although the United Fruit Company have suggested to us that we undertake 
to handle, on some agreed rate, their Canadian banana business. The difficulty 


‘there is with the Jamaica Government. There is a certain feeling of fear 


amongst the banana planters of Jamaica with respect to the United Fruit Com- 
pany, and one of the things which I think brought Jamaica into this steamship 
proposal was the establishment of some competition with respect to the United 


_ Fruit Company. 


Mr. Kennepy: Are your rates the same? 


Siy Henry THORNTON: We do not know, As I recall the terms of the 
treaty, the space from Jamaica is allocated by the Government of Jamaica 
and the Government of Canada; and the Jamaica Government has not been 
particularly favourable, so far, toward permitting the United Fruit Company 
to handle her bananas on these ships of ours; and that is in course of discussion 
now to see if we cannot come to some arrangement which will enable the United 
Fruit Company to use our vessels for their banana shipments, supplementing 
‘+t with their own only when our space is entirely consumed and they require 


additional space for their shipments. 
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Mr, Krnnepy: What control have the Jamaica Government got over this? 
Sir Henry Tuornton: That is one of the provisions of the treaty, “= am 
e Mr. McGtsson: What is the objection of the Jamaica Government to our 
ships? : ~~ 
Sir Henry THORNTON: They do not object to our ships at all, but they do go> 
not want the United Fruit Company to use our ships. Speaking now on a guess, 4 
I rather imagine that they are fearful that it might result in the independent 
producer in Jamaica being crowded out of space on our ships, because these _ 
ships were provided primarily, as far as the Jamaica Government was concerned, __ 
to protect the rights of the independent grower. . oo 

Mr. Kennepy: Do you mean that the Jamaica Government can object 
to others shipping fruit in your boats? - a 

Sir Henry TuHornton: This Article 14 of the Treaty provides that on 
representations made ‘by the respective Governments of Canada and Jamaica, __ 
such Governments shall have the control and allocation of space for the carriage 
of bananas. That paragraph represents the position. 


Mr. Hanson: That is interpreted to mean that you shall take so and so’s. 
bananas but not take those of somebody else. 


Sir Henry Tuornton: That-is what it was intended to mean. 


Mr. McGipzon: Evidently the United Fruit Company was looked upon as a 
& monopoly down there. 3 an 
Sir Henry THornron: Undoubtedly. a 
Mr. McGiszon: The United Fruit Company are the biggest erowers a 
and exporters of fruit in the world, and use their own bottoms; and the inde- 
pendent growers of Jamaica were dependent upon the United Fruit Company 
for the disposal of their crop, and had to take whatever the United Fruit 
Company would offer. - ie 
Sir Henry THornron: And that was what induced the Jamaica Government — 
to go into this bargain. “ 
Mr. McGrsson: And it made bananas cheaper to the Canadian consumer. 
Sir Henry TuHornton: I should think so undoubtedly. 


Mr. Fraser: I find in the Trade Return for the calendar year of 1930 the 
number of bananas imported into Canada via the United States decreased by : 
650,000 stems; and via our own vessels, that is from West Indies shipments, I 
presume, increased 640,000. Now the price of those that were imported to 
Canada via the United States cost us $1.67 a bunch; and those that were 
imported direct cost us 40 cents a bunch. 

Mr. Durr: Where do you get that? 

Mr, Fraser: This is from the trade returns for 1930. 

Sir Henry Tuornton: The balance is probably rail haul and duty. = 

Mr. Power: But that has no relation to what we are discussing at the 
present time. Bananas may be coming in from all parts of the United States — ae 
into Canada. We are only discussing those coming in through the Atlantic 
gateway or the St. Lawrence route. a 

Mr. Fraser: I look upon that as something which should be credited to the 
West Indian service. ih 

Sir Henry TuHornton: There is not any doubt but that the establishment a 
of the banana service did have the effect of materially reducing the cost to the 
Canadian consumer. | ee 

Hon, Mr. Euter: I think I understood you to say that you were negotiating 
with the United Fruit Company to carry their fruit on your boats and that the 
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~ Jamaican Government objected to that. Surely they cannot object if the 
_ Canadian boats carry the fruit of anybody else or of the United Fruit Company 
itself. I cannot understand the object of that objection. 

Sir Henry Tuornton: I though if we could come to some satisfactory 

understanding with the United Fruit Company, we could make an arrangement 
with the Canadian Government and, more particularly, with the J amaican 
Government to permit us to do that. As we interpret the trade treaty, the 
Government of Jamaica can object to our handling the products of the United 
‘Fruit Company on our vessels. | 

Hon. Mr. Manton: That clause says “On representations being made by 
the respective Governments of Canada and Jamaica’”—in other words they 
might take different ideas altogether, and where would you be supposing one 
insisted upon one thing and the other insisted upon a different thing? 

Sir Henry THornton: We cannot dictate to them. I cannot say. But we 
are trying to come to some arrangement which will commend itself to the 
Governments of both Canada and Jamaica, so as to enable us to handle the 
fruit of the United Fruit Company on our vessels. We have not presented this 
to the Canadian Government because we have not yet made the arrangement. 
We are going to try to convince the J amaican Government that they really 
have nothing in particular to worry about, and that we will always take care 
of the independent fruit growers. 


Hon. Mr. Evuzr: Is it not a fact that there will be room enough for the 
independent shippers? 

Sir Henry THornton: Undoubtedly. 
3 Mr. Hanson: Sir Henry, you made the statement a little while ago that 
: the price of bananas had been reduced since the entering into of this trade treaty 
and the establishment of the line of boats; and I think perhaps you inadvertently 
led the committee to think that that perhaps was due to a single factor. Might 
Teall your attention to the fact that, as I understand the banana trade, the 
 Dananas are not sold when they are brought in here, but they are brought in here 
and auctioned. 
ee, Mr. AutAN: The first year of the treaty, they were auctioned on, arrival; 
__ but this year and last year they have dropped the auction and are selling them 
on the same basis as the United Fruit Company. 
Mr. Hanson: You organized a fruit company, did you not, and built a 
big fruit warehouse at a cost of some $900,000? 
Sir Henry THornton: No, you are mistaken; we did not organize any 
fruit company. 
> Mr. Hanson: I understood that you organized the fruit company. 
fir Henry THORNTON: No, we had nothing to do with it and ‘have no 
money in it. 2 
Mr. Hanson: You have built or are building a warehouse in Montreal, 
costing about $900,000, have you not? 
- Sir Henry THORNTON: That includes the general fruit and vegetable trade, 
and includes fruit and vegetables from all over Ontario and all over the coun- 
try. That is not for bananas at all, exclusively, but is for fruit and vegetables. 
_-~-Mr. Gary: You have a similar space in Toronto? 
Sir Henry THORNTON: Yes. ° 
Mr. Kennepy: And in Port Credit? 
Sir Henry THorNTON: For the handling of fruit and perishable commodi- 
_ ties, you have to have special facilities. 
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Mr. Hanson: Is it not true that after the establishment of your line of 
steamers the United Fruit Company, which formerly had the whole of the 
banana trade with Canada, said that they did not intend to give that up without 
a struggle, and they established this line of boats to Saint John in co-operation 
with the Canadian Pacific Railway, which delivers their stuff in Western Can-_ 
ada, and that there has been the fiercest kind of competition between the inde- 
pendent producers in Jamaica and the United Fruit Company, which has caused — 
the price of that fruit to fall. 
Sir Henry THornton: I think that is true, but if this company had aoe 
been established by the trade treaty we would not have had the competition. — 
Mr. Hanson: You have to have all the factors. 


Mr. Durr: I notice the cost of advertising is $88,000, instead of $52,000, 
as in 1929. Why the increase? q 
Sir Henry THORNTON: It was the result of more BA Siete passenger solictal 
tation for the West Indies route, Mr. Duff. We have gone after the passenger © 
business as hard as we knew how. That is really a result of a more inven aa 
passenger solicitation. 
Mr. Power: That cost you $50,000 more, and you got $50,000 more from 
passenger traffic? | 
Sir Henry THornton: And anne established that position, we probably 
will not have to spend that much money next year. : 
Mr. Cantiey: And every passenger who goes down to the We Indies 
will be an advertiser for the route when he comes back. ‘= 
Mr. Hanson: I have some figures here from the Bureau of Statistics with 
regard to the trade of Canada with the British West Indies, and having regard — 
to the prognostications made in the House of Commons at the time this treaty 
was promoted, they are very illuminating. I would like to have this memo- 
randum in and put upon the record. If this committee is in agreement, I will 
read it. 


DOMINION BUREAU OF STATISTICS 
EXTERNAL TRADE BRANCH 
Memorandum Showing— 


1) Total Trade of Canada with the British West India Colonies 
(Years ended March 381, 19380 and 1931) 


Imports into Domestic Exports . 
Canada from from Canadato — 
Colonies SS | 
1930 1931 - 1930 19381 = 
$ $ $ - $ 

Bermuda ccs 72rd ok eee ee ee ne 93,460 297,004} 2,287,280] 2,492,260 
British “Goranay cs va ewieks essen cece oe es eee eee 8,982,493] 4,288,157] 1,661,332} 1,139, ‘915 “3 
British Honduras: 227.9. taon ses cae eee ela 340,577 207,186 892.518) = <3) 742, 464 7 
British West Indies— oe 

Barbados enki ica ras eee oO NE ee 4,675,158} 4,264,508] 1,324,569] 1, 118, FAS) 
JAIIBICA LT orn tein See a eee ere eae 5,194,978} 4,792,599] 5,188,757) 3, 749, 394 
Trinidad and Tobago............ CAAA e sR R PRS ie Fd 2,590, 157 2,321,007 8,998, 197 8,286, 070 
Other- Br. West indiesiaes awe ake eae 1,210,625) 2;571,816| 4,567,639| 4,278, 905 d 
wo 4 

Total“lrade tamer icc een Sees Aree ates. 18,078,448) 18,742,277) 19,870,292} 17,802, 611 
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(2) Total Trade of Canada with the British West India Colonies via the United States 
(Year ended March 81, 1980) 


Be 


Imports via U.S. Exports via U.S. 
eee a SS 
Amount |% of Total| Amount % of Total 
$ % $ % 

PEBPEE roe ae eens ere ne et en ee nae ale ness yt 587 0-57 90,308 3-93 

Biclciah Guiana scccacc-secececess-reevyecerseees snes [voaes gees s [ieee 27 457k 139, 558 8.37 

British Honduras.........2eeeeece eee ecrsececsesecces 141,517 41-56 9,670 1-08 
British West Indies— 

Parbadosin.s cigscnta sec ors te vasrese seer" 102 2 talents Ape Oe 75, 600 5-66 

Jamaica Rg ett oy dite sielate fx So Gorin Seen ey 3,426 0:06 1,529, 524 29-76 

MeCN Ati LODAZO 6651s ans pho ebm men screed Oune (wns signe eas Chores 2 ee 672,576 16-81 

Other Br. West Indies.........-+eeseeeeeeeeeeees 11,021 0-91 280, 142 6-13 

Total Br. West Indies.......-.++s+eee++2> 14,447 0-11 2,557, 842 17-02 

Total Br. West India Colonies..........+- 156,501 0:86| 2,797,378 14:07 


(3) Total Trade of the United States with the British West India Colonies 
(Year ended December 31, 1930) 


aS aa 


Imports from Exports t 
Be Bac Se ee 
eee ee 1929 1930 1929 1930 
$ $ $ $ 
= Bermuda. 2 ic SOE OY Ra eet aia 773,456 659,103} 4,000,140) 4, 697,803 
British CATO Fat oe tees. oe cerns rs Senet 829,595 738,913| 1,099,829 1,044, 544 
q British REA a ores: cain nd om ssi cee een m een Sat 3,335,603] 2,682, 148 1,893,156] 1,658,112 
Ee British West Indies— 
o UES Jase COR on OCI RR a aka 493 , 353 498,868| 1,887,688) 1, 358,010 
A leas nce daw ne cee et Haein en ets Cate 7,528,409| 7,768,229 9,131,010} 8,874,166 
Trinidad and Tobago......-.-+sssceereesrreee tt 10,823,322} 8,873,886 6,735,923| 6,239,438 
Other Br. West Indies.......+--+sseseerererstte 9,404,984| 1,659,774 6,002,149} 4,704,522 | 
Total Trade... .ssscccssersserecrcescer® 96,188,722| 22,875,921 30,249,340) 28,071,595 


Mr. Hansury: A drop in exports means less purchasing power. Because 
we are getting bananas more cheaply, the growers have less purchasing power. 
Mr. Hanson: There was a drop of about $2,000,000 in the domestic 
exports from Canada in 1931 to the British West Indian Colonies. 
a Mr. Boruwetu: I think it would be a good idea to take the whole com- 
mittee down to the West Indies on a. trip. 
Sir Henry THornton: I think that motion is carried. 


Mr. Hanson: I would ask to have this sheet put in the minutes. 
Mr. Durr: I will second that. 


* Hon. Mempers: Carried. : 
; Mr. Hanson: There is no doubt about it that Canada made the most 
- __ expensive agreement with the British West Indies, and these figures tell the 
story. 

| Mr. McGiszon: But that has saved the Maritime Provinces. 
Mr. Evuer: Mr. Chairman, I again move the adoption of the report. 


Mr. Durr: I second Mr. Euler’s motion. 


Carried. 
Mr. Fraser: Mr. Chairman, before you close up, I want to ask one ques- 
tion. I made a request yesterday for the revenue and expenditure in connection 
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with the tri-city, if you like to call it eine service a the Canadian Nationa 
Steamships between the three cities on the Coast, Vancouver, Victoria anc 
Seattle. The reply which I got was that it was a pretty difficult matter, as 
understood it,—I have not seen the record—to segregate those expenses a 
revenues. I would like to ask the President of the road if it would not be 
possible to file with the committee a detailed statement of the services. 


Mr. Chairman, I know perfectly well I am out of order, because the thing ye 
is passed: tec 6 Gh eek a ae ee oa 
The CHatrMan: As-far as I-am concerned, I told you that would not be P) 
opened again. Sir Henry Thornton was good’ enough to say that any question — 


which any one asked would be answered. I look to him to carry out his promise. — 


Sir Henry THornTON: We have a detailed statement here, Mr. Fraser, 
and I think if you loo kthis over, and take a copy of it, if you like, that that will 
give you the information you want. Might I ask you if, after the meeting 1s is” 
over, you would look it over and see if that. is. satisfactory? ee 


Mr. Durr: Do you want to have it.on the record? 


Mr. FRASER: 
cussing this in the House, it might be helpful. 
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Mr. Hanspry: Mr. Chairman, I would like to suggest to the officials of the 
Canadian Government Merchant Marine and the West Indies service that at 
the next meeting, which will be next year, they provide us with figures showing 
the several commodities, both imported and exported, on these services, if it is 
possible to get this information. I think that information would be very valu- 
able. 

The Cuatrman: I do not think any information of that kind appears on 
the manifests. 

Mr. McLaren: That is strictly a matter between the shipper and the im- 
porter, and that is secret information which is only disclosed to the customs, 
and comes out afterwards in the report; but the company would not disclose 
their customers or the goods which they ship. 

The CuatrMan: I find it very difficult information to get from any steam- 
ship line. , 

Mr. Durr: Do we have to have a resolution adopting these estimates? 

Hon. Mr. Manion: That would be in our report. 

Mr. Durr: Then I move that the estimates of the Canadian National 
Steamships and the Canadian Government Merchant Marine, amounting to 
$1,343,500, be approved. 

The CuatrMAN: Would you mind including in that motion the three esti- 
mates, the estimates of the Canadian National Steamships, the Maritime 
Freight Rates Act, and the Canadian Government Merchant Marine. 


Mr. Durr: No, just the two, sir. 


Hon. Mr. Manion: On the other side is the Maritime Freight Act esti- 
mates? 

Mr. Durr: Is not that statutory? 

Mr. Powrr: That has to come before the House for discussion. 

Mr. Durr: I move that those two items, $588,500 to the Canadian Gov- 
ernment Merchant Marine, Limited, and the $755,000 to the Canadian 
National (West Indies) Steamships, Limited, be approved by the committée 
and recommended to Parliament. 

The CuatrMan: They are items 381, 382, 379 and 380. 

Mr. Durr: No, I think there ‘are only two items. 3 

Hon. Mr. Manton: I am informed by the officials here that they were all 
passed last year. 

Mr. Gnary: Those are estimates of deficits to be provided. 

Mr. Durr: Yes, I am right, Mr. Chairman. We do not deal with the Mari- 
time freight rates. 

Hon, Mr. Manion: The officers claim that we did last year. 

Mr. Smart: This is the reference from the House: | 

Ordered,—That the Estimates respecting the Canadian National 
Steamships and the Maritime Freight Rates Act, presented to the House 
on the 13th April, be referred to the Select Standing Committee on Rail- 
ways and Shipping owned, operated and controlled by the Government, 
and that the Order referring the same to the Committee of Supply be 
discharged. 


Mr. Grary: I do not think they are ever referred to us to report and 
approve. : : 

Mr. Smarr: Whatever is referred to the committee would have to be 
reported back. 
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2 4 Hon. Mr. Manion: The officials can make out the resolution in the proper 
orm? 

Mr. Durr: Yes. Is there anything else, Mr. Chairman. 

5 Mr. Geary: Does Mr. Power move the Maritime freight rates? 
E- _Mr. Power: I do not. Mr. Chairman, when will you have the report ready 
for our consideration? 

Mr. Hanson: I think it would be wise to have a small sub-committee 
appointed to draft the report. 

Mr. Power: No, let the chairman work, and whatever he submits we can 
tear to pieces. 

The CHAIRMAN: As far as I am concerned, I would sooner appoint a com- 
mittee for the purpose. However, I will have a draft made, and some day next 
week we will call the committee together, as early as possible, and submit the 
draft report to them for their approval. 

We will call the meeting in the usual way, and you will all receive notice. 


The committee was adjourned sine die, to the call of chair. 
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Resolved,—That Standing Order 63 of the House of Commons, relating to 
the appointment of the Select Standing Committees of the House, be amended 
by adding to the Select Standing Committees of the House for the present 
session a Select Standing Committee on Railways and Shipping owned, operated 
and controlled by the Government, to which will be referred the accounts and 
the estimates of the Canadian National Railways and the Canadian Govern- 
ment Merchant Marine for the present session, for consideration and report 
to the House. 

Provided, however, that nothing in this resolution shall be construed to 
curtail in any way the full right of discussion in Committee of Supply, and 
that the said Committee consist of Messrs. Beaubien, Bel! (St. Antoine), Both- 
well, Cantley, Chaplin, Duff, Euler, Fiset (Sir Eugéne), Fraser (Cariboo), 
Geary, Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, ‘Kennedy 
(Peace Raver), McGibbon, MacMillan (Saskatoon), Manion, Power, Rogers, 
Stewart (Lethbridge). : 


Attest. 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


Ordered—That the said Committee be empowered to examine and inquire 
into all such matters and things as may be referred to them by the House; and 
to report from time to time their observations and opinions thereon, with power 
to send for persons, papers and records. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk. of the House. 


Fripay, June 5, 1931. 


Ordered,—That the said Committee be given leave to sit while the House is 
sitting. 

That 500 copies of proceedings and evidence which may be taken by the said 
Committee be printed from day to day, as required, and that Standing Order 64 
be suspended in relation thereto. 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the House. 


31548—14 


iv SELECT. ‘STANDING a : 


Bull No. 79, An Act respecting the Canadian ee, tee an 
authorize the provision of moneys to meet expenditures made and indebtedness 
incurred during the calendar year 1931. 

Bill No. 83, An Act respecting the Canadian ‘National Raed ae 14 
authorize the ouarantee by His Majesty of securities to be issued under t ' 
Canadian National Railways Financing Act, 1931. pee Poe ays ; eee 


Attest. re i) ae 
ARTHUR BEAUCHESNE, 
: ~~ Clerk hed the House. 


= 


WEDNESDAY, June 24, 1931. cn 


Ordered,—That the Estimates respecting the Canadian National St ee 
ships and the Maritime Freight Rates Act, presented to the House on the 13th 
April, be referred to the Select Standing Committee on Railways and Shipping, — 
owned, operated and controlled by the Government, and that the reer refer- 
ring the s same to the Committee of ete be discharged. oe 


Attest. = 
(Sed,): ave: FRASER, 


“ For Clerk of the House. — 


REPORTS OF THE COMMITTEE 


First Report : 
<a a toe Fripay, June 5, 19381. 
The Select Standing Committee on Railways and Shipping owned, operated 
controlled by the Government beg leave to present the following as a First 
or es . sis = 2S easy ; 2 

our Committee recommend :— sae : 
That your Committee be given leave to sit while the House is sitting. 
hat 500 copies of proceedings and evidence which may be taken by your 
- Committee be printed from day to day, as required, and that Standing 
_ Order No. 64 be suspended in relation thereto. 


Il of which is respectfully submitted. 


oe JD: CHAPLIN: 
eS ON CT, eae 


SECOND REPORT 


WEDNEsDAY, June 25, 1931. 


The Select Standing Committee on Railways and Shipping, owned, oper- 

d and controlled by the Government, beg leave to present the following as 
econd report. | : | 

‘ Committee have had under consideration the following Bills, and 
to report the said Bills without amendments, viz:— 


: 79, An Act respecting the Canadian National Railways and to 


during the calendar year 1931; and 

o. 88, An Act respecting the Canadian National Railways and to 
e guarantee by His Majesty of securities to be issued under the 
ational Railways Financing Act, 1931. | 


A ree 


t ich is ‘respectfully submitted. 


42D. CHAPLIN, 
2 . Chairman. 


HILIVAUS BND URUIRPING, (ia Gre ey) 


e provision of moneys to meet expenditures made and indebtedness ~ 


Vics SELECT STANDING COMMITTEE 


LIST OF WITNESSES, OFFICIAL POSITION, PAGES WHERE EVIDENCE IS 


FOUND 


Sir Henry THornton, K.B.E., President of the Canadian National Railways, 1 te 300. 


Mr. W. 8. Farrweatuer, Director, Bureau of Economics, (Canadian National Railways, 38, 
40-41, 47, 55-56, 58, 72-74, 84-85, 89-92, 120, 122, 126- 29, 139-41, 145-47, 151-57, 163-66, 
170, 198, '213- 16, 220-211, 207. 237, 239- 42, 248-49, 267, 271, 285-86. 


Mr. 8. J. HuNncerrorp, Vice-President, Operation and Construction Department, Canadian 
National Railways, 122, 149, 213, 225-26, 250. 


Mr. J. B. McLaren, Comptroller, Finance Department, Canadian National Railways, 33, 


34, 56, 137, 142, 151, 152, 170, 197, 204, 236, 247, 261-62, 271, 275,\279, 286, 288, 291, 298. 


Mr. T. H. Cooper, Assistant Comptroller, Finance Department, Canadian National Rail- 
/ ways, 171. 


_ Mr. R. C. Vauauan, Vice-President, Purchasing and Stores Department, Canadian National 
Railways, 48-49, 51, 54-55, 77- 78, 124-25, 126-27, 144-45. 


Mr. D. E. Gatioway, Assistant Vice-President, Canadian National Railways, 52, 54, 87, 239, 
242-43, 245. 


Mr. R. L. Burnap, Vice-President, Traffic Department, Canadian National Railways, 63, 
65, 66, 68, 73, 74, 88-89, 118, 142. . 


Mr. D. C. Grant, Vice-President, Finance Department, Canadian National Railways, 158- 
161, 170-71, 193-94, 196-97, 201. 


Dr. W. J. Buacx, Director of Colonization, Canadian National Railways, 138, 139. 


Mr. C. S. Gzowsxk1, Chief Engineer, Construction Department, Canadian National Rail- 
ways, 180, 203-211, 245. 


Mr. C. P. Brown, Chief Engineer, Operation Department, Canadian National Railways, 
216-220. 


Mr. R. B. Teakie, Vice-President, Canadian National Steamships, 259, 266, 269-274, 283-84, 
289. 


Mr. A. H. Atitan, General Manager, Canadian National Steamships, 293. 
Mr. B. J. Roperts, Department of Finance, Ottawa, 196, 263, 280-81. 
Mr. J. E. Lapewie, K:C., Director, 217. 


APPENDIX TO REPORT 


Statement supplied by the Canadian National Railways showing cash loans and Guar- 
antees from Dominion Government from April 1, 1919, to December 31, 1930, last page. 


RAILWAYS AND SHIPPING THIRD AND FINAL 
REPORT 


Housr or Commons, CaNapa, 
Tuurspay, July 16; 1931. 
The Select Standing Committee on Railways and Shipping, owned, operated 
and controlled by the Government, beg leave to present the following as their 
Third and Final Report. 
Your Committee, to whom was referred for consideration and for report 
to the House the estimates on the Canadian National Steamships and Maritime 
Freight Rates Act, the Canadian Government Merchant Marine, the Canadian 
National (West Indies) Services, and the Maritime Freight Rates Act require- 
ments, held thirteen meetings in the course of which they examined sundry 
witnesses, including: : 
Sir Henry Thornton, K.B.E., Chairman of the Board and President, C.N.R.; 
V. I. Smart, Deputy Minister of Railways and Canals; 
J. E. Labelle, Director, C.N.R. ; : 
J. Hungerford, Vice-President; Operation and Construction Departments, 


a. 

se 
GF Cc. Grant, Vice-President, Finance Department, C.N.R.; 

R. C. Vaughan, Vice-President, Purchases and Stores Department, C.N.R.; 
R, L. Burnap, Vice-President, Traffic Dept., C.N.R.; 

D. E. Galloway, Assistant Vice-President, C.N.R.; 

S. W. Fairweather, Director, Bureau of Economics, C.N.R.; 

J. B. McLaren, Comptroller, C.N.R.; 

T. H. Cooper, Assistant Comptroller, C.N.R.: 

C. B. Brown, Chief Engineer of Operation, C.N.R.; 

C. 8S. Gzowski, Chief Engineer of Construction, C.N.R.; 

Oitees Wie d., Blage Director of Colonization, C.N.R.; 

i B. J. Roberts, Comptroller of fey ment Cainrant es Branch, Department 
of Finance; 

R. B. Teakle, Vice-President, C.N.SS.; 

A. H. Allan, General Manager, C.N.SS. 


CANADIAN NATIONAL RAILWAYS 
Birt 79 


Your Committee have had under consideration Bill 79 “An Act respecting 
the Canadian National Railways and to authorize the expenditures made and 
wa: indebtedness incurred during the calendar year 1931” amounting to $68,500,000 
- * and have agreed to report the same without amendment. 


Biutut 83 


Your Committee have also had under consideration Bill 88, “An Act 
respecting the Canadian National Railways and to authorize the guarantee . 
by His Majesty of securities to be issued under the Canadian National Rail- 
ways One, Act, 1931”, and beg leave to report the same without amend- 
ment. 
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The Committee have considered the general report of last year’s operations 


of the railway made by Sir Henry Thornton as President of the Company and 
Chairman of the Board of Directors and were particularly interested in his 
expressed intention to reduce the expenditures on capital account and wher- 
ever possible on operation and maintenance. Your Committee heartily approve 


of such proposed action and recommend that for the present projects entailing 


capital expenditure be curtailed as far as possible. - 

Your Committee desire to call the attention of the House to the proposal 
made by Sir Henry Thornton at one of the sessions of the Committee. He 
referred to the serious position of the transportation business generally and 
recommended that a commission be appointed for the purpose of considering 


the whole question of Canadian Transportation. Your Committee regard such 


a recommendation coming from such a source at this time as worthy of the 
serious consideration of the government. 


s 


Canadian Government Merchant Marine 


Your Committee have had under consideration Item 379 of the estimates— 
loan to the Canadian Government Merchant Marine, Limited, to be applied in 
nayment of deficits in operation of the Company and of the vessels under the 
Conan s control during the year ending December 31st, 1931, amounting in 
all to $588,500. 

Your Committee also reviewed the balance ape of the Company and are 
of the opinion that the amount of $588,500 included under Item 379 of the 
estimates, 1s required for the purposes of the Company and should be granted 
by this House. 


Your Committee believe that the time has come when the Government 


should very carefully consider the abandonment of the Canadian Government 
Merchant Marine, and the making of arrangements with other shipping com- 
panies so that the external trade of Canada will not be jeopardized. In this 
respect we wish to point out that the total original cost of this enterprise which 
was undertaken solely as a result of the exigencies of the war was approximately 
$80,000,000. 

After almost ten years of operation there has not been a single year in 
which an operating profit has been shown by the Merchant Marine. 

Throughout the whole period, a deficit of over $57,000,000 has accumulated, 
including depreciation on ships sold and interest due the Government, but 
does not include accrued depreciation on vessels remaining in the fleet, which 
Cae amounts to more than $17,000,000 in addition. Your Committee 
has been informed that the ships are for the most part obsolete and only part 
of the fleet is now in operation. 


Canadian National (West Indies) Services 


Your Committee have had under consideration Item 380, loan to the 
Canadian National (West Indies) Steamships, Limited, whose steamships pro- 
vide the services called for by the West Indies Trade Agreement. 

Your Committee note that the operations for the year ending December 


3ist, 1930, resulted in an operating less of $523,136.98, which is partly offset 


by the fact that previously a subsidy equa! to $380,000 per annum was paid 
to a private company by the Dominion Government for a similar service. 

Your Committee further believe that the steamship service established 
on the Pacific Coast and known as the Triangular Service between Vancouver, 
Seattle and Victoria, should not have been established as it does not earn its 
operating expenses. We, therefore, recommend that serious consideration be 
given to immediate - action looking toward the elimination of this loss. 
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; oe in Maritime Freight Rates Act 


a ~ Your Committee have also had under consideration Item 382 of the esti- 
mates, to provide for the payment to the Canadian National Railway Company 
as required by the Maritime Freight Rates Act, of the deficit incurred during 
1931 on Eastern Lines,-the amount of the estimated deficit being $6,631,856, 
__ and in addition the sum of $2,450,632, representing the estimated amount by 
which the revenues of the Eastern Lines will be lessened during the coming 
year by the reduced rates granted under the Maritime Freight Rates Act in 
accordance with the recommendations of the Dunean Commission. 

- By reason of the special considerations involved in the Maritime rail- 
way situation, with which the House is familiar, your Committee are of the 
opinion that these amounts are necessary to give effect to the Maritime Freight 
Rates Act in the operation of the Eastern Lines. 

_ _ Your Committee have also had under consideration Item 381, to provide 
_ the sum of $900,000 from which privately owned railways operating in terri- 
_ tory covered by the Maritime Freight Rates Act shall be reimbursed the differ- 
ence between normal tolls and special tolls provided by that Act. Your 
~ Committee are of the opinion that this amount is necessary to implement the 
___ provisions of the Act in that regard and should be granted by this House. 
a Certain questions relating to the salaries and emoluments paid to executive 
_ officers of the Company were asked by members of the Committee, and were 
by Resolution of the Committee submitted to a sub-committee for considera- 
tion. The report of the sub-committee has been received accompanied by a 
statement from the President of all salaries of $15,000 per annum and over, 
together with the names of the officials receiving them. The President, Sir 
_ Henry Thornton has expressed the opinion that it is not in the best interests 
of the Railway that the list of such salaries and the names of the recipients 
be published. | 
: Your Committee while of opinion that many of the salaries are much too 
_ generous, and in some instances excessive, accede to the expressed wish of the 
President that the list be not published for the reasons given by him. 
: Your Committee, however, are of opinion that the salary of the President 
stands on a different footing as he has a term Contract calling for-the payment 
_ of $75,000 per annum from the National Railways and all its subsidiaries, besides 
legitimate out-of-pocket expenses, which was negotiated by the previous Gov- 
-2rnment and approved by Order in Council. Therefore, to all intents and 
purposes the salary of the President is a matter of contract with the Dominion 
of Canada and is a public document. 
- Your Committee also are informed that in addition to the contractual 
salary of the President above referred to, he is, with the approval of the former 
Board of Directors, in receipt of other substantial amounts in the form of 
‘salary and emoluments, which he receives in addition to his contractual salary. 
It has also come to the knowledge of your Committee that the late Board 
_ of Directors in the year 1929 passed a Resolution recommending the payment 
of an Annuity of $30,000 per annum for life to Sir Henry Thornton, if his 
‘services to the Railway should at any time be terminated. Your Committee 
are of opinion that such Resolution was unnecessary and should be rescinded 
forthwith. If later on the services of Sir Henry Thornton are discontinued 
and his contract terminated, the matter of a retiring allowance may then be 
_ discussed on its merits, by the Directors and the Government. 
In view of the decreased revenues of the Company, and the economies 
__ being made in other branches of the service, your Committee are of opinion 
that the Executive Committee of the Board of Directors should immediately 
consider the whole question of salaries, allowances, disbursements, pensions and 
retirement provisions for executive officers and officials of the Company, receiv- 


” 
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ing salaries of $5,000 and over in order that every reasonable and proper 
economy should be effeeted. NG | ; 


Your Committee recommend that immediate action be taken in these~ 


matters and a report be made to the Select Standing Committee on Railways 
and Shipping, owned, operated and controlled by the Government, at the next 
Session of Parliament. 

Your Committee strongly condemn the practice which has grown up under 
which the National Railways are chargeable with large amounts for payment 


for the Social Entertainment and other activities of officials on other than. 
official business. Your Committee recommend that this practice should be . 


discontinued forthwith. Expenditures for such purposes are in the opinion of 
your Committee, wrong in principle and practice, and should never have been 
permitted. 

When it is necessary in the interest of the business of the Railway that 
moneys should be expended chargeable to ‘the Railway for entertainment then 
it should be approved by the Executive Committee. 


In reporting the result of the conferences of the Committee with the Presi-. 
dent and officials of the railway, your Committee would draw the attention” 


of Parliament to the magnitude of the task which was referred to them by 
the House. In the opinion of your Committee, it is a practical impossibility 
to conduct an exhaustive enquiry into the affairs and management of the 
Canadian National Railways and Mercantile Marine within the time at the 
disposal of the Committee. The result of the partial investigation conducted 
by the Committee is by no means adequate, complete or satisfactory. Full 
justice cannot be done in-respect of an undertaking of so great magnitude 
without much greater time than the Committee had at their disposal. The 
Committee desire to emphasize this phase of the matter to the House, and 
recommend that in order that the operations of the Company be fully scrutinized, 
a thorough audit by an independent auditor, appointed by the Government 


should be made from time to time of all such matters and accounts as may be 


designated by the Minister and report to him. 
Your Committee are glad to record that all the Members present as here- 
inafter stated are unanimous in the foregoing report, namely :— 


Hon. R. J. Manion, Minister of Railways, Canals and Telegraph Lines, 
Hon. J. D. Chaplin, Chairman, 
Hon. Robert Rogers, 
Hon. W. D. Euler, and 

Messrs. : 

Beaubien, 
Bell (St. Antoine), 
Bothwell, 
Cantley, 
Duff, 
Fiset (Sir Eugeéne), 
Fraser (Cariboo), 
Gobeil, 
Gray, 
Hanbury, 
Hanson (York-Sunbury), 
Heaps, 
Kennedy (Peace River), 
MeGibbon, 
MacMillan (Saskatoon), 
Power, and 
Stewart (Lethbridge). 
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ey cnt Committen ereoni hereto a copy of the proceedings and evidence 
dduced before your Committee, for the information of the House, and recom- 
mend that the same, together with this report, be printed as an Appendix to 
; the Journals of the House. 


All of which is respectfully submitted. 
J. D. CHAPLIN, 


ae : Chairman. 
yeas CANADIAN NATIONAL RAILWAYS 

@ Case Paes AND GUARANTEES From Dominion GoverNMENT FROM Aprit 1, 1919, to 
a DercempBer 31, 1930 


as zs CasH Loans , 
Met Apri 1, 1019; to March 8f, 1903.. 2. 2. ©... aoe oa gpggzag'zg0 34 
= April 1, 1923, to December 31, 1930. Se RMR, 0 ES Re Es ms A, 57,482,652 91 


$447,226.442 25 


(GUARANTEED Bonp Issuers 


i Gross Retirements Net 
April 1, 1919, to March 31, 1923.. .. .. $128,109,027 00 $11,573,027 00 $116,536,000 00 
i April 1, 1923, to December 31, 1980.. .. 441,500,000 00 65,500,000 00 376,000,000 00 


$569,609,027 00 $77,073,027 00  $492,536,000 00 


~ Note 1—In sation to the new securities issued as above under Act 10, George V, 
th wate 17 (assented to November 10, 1919) the Government guaranteed the interest in 
perpetuity on Grand Trunk Railway Guaranteed and De benture. Stocks then outstanding 

having a par value of $216,207,141.67, and 


Note 2_Under Act 17, George V, Chapter 27 (assented to March 31, 1927) the Gov- 
ernment guaranteed the principal and interest on $34,927,098.20 2 per cent Canadian _ 
_ National Guaranteed Debenture Stock to be issued in exchange for a hke amount of 
: Grand Trunk Pacific Railway 4 per cent Penpetual Debenture Stock. $4,367,984.20 has 
ae since been retired, leaving $30,559,114 outstanding at December 31, 1930. 

ta | The oe increase in guarantees outstanding therefore is:— 


1919-1923 1923-1930 
$116,536,000 00 $376,000 000 00 

216,207,141 67 30,559,114 00 
$32,743,141 67 | - $406,559,114 00 


